M) PORT COMMISSION MEETING

September 28, 2021 — AGENDA







Tuesday, September 28, 2021
PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

9:15 a.m.
111 East Loop North
Houston, TX 77029
And Via WebEXx

A. CALL TO ORDER

B. OPENING REMARKS BY CHAIRMAN AND COMMISSIONERS
1. Governance, legislative, policy, operational, and community matters

C. APPROVAL OF MINUTES
1. Port Commission Public Meeting - July 20, 2021

D. STAFF REPORTS
1. Summary of selected financial and operational matters

E. APPEARANCES AND PUBLIC COMMENT
1. Captain Jason Smith, U.S. Coast Guard Captain of the Port

2. Public Comment

F. EXECUTIVE

General
1. Enter into a contract with Linebarger Goggan Blair & Sampson, LLP for the collection of

delinquent taxes.

2. Approve and reaffirm the Audit Committee Charter, Internal Audit Charter, and Internal Audit
Policies, effective September 28, 2021.

G. BUSINESS EQUITY
1. No items.




H. COMMERCIAL

Leases

1. Approve an amendment to the lease with Covey Transport, Inc. for approximately 3.66 acres at
Block 3, Turning Basin, to extend the term for an additional one year, effective no earlier than
October 1, 2021, at an annual base rent of approximately $77,446.20.

2. Approve an amendment to the lease with TPC Group LLC to add an additional 1.469 acres to
the 5.49 acre premises located at Sims Bayou, effective no earlier than October 1, 2021, at an
annual base rent of approximately $2,011,134, subject to annual escalation of the greater of 3% or
increase in the Consumer Price Index.

3. Approve an amendment to the lease with The Lubrizol Corporation, for approximately 2.09
acres of land in the George M. Patrick Survey, A-624 to extend the term for five years, effective no
earlier than November 1, 2021, at an annual base rent of approximately $54,536.04, subject to
annual escalation of the greater of 3% or increase in the Consumer Price Index.

4. Approve a third amendment to the lease with American Maritime Services of N.J., Inc. d/b/a
Integrated Industries Corp. for approximately 10.49 acres located at Barbours Cut Terminal, to
extend the term for one year, effective no earlier than October 1, 2021, at an annual base rent of
$451,333.93.

5. Approve a second amendment to the lease with Dixie Cullen Interests, Inc. for approximately
10.402 acres, to extend the Phase II Construction Period for an additional twelve months from the
current expiration date of December 31, 2021, effective no earlier than October 1, 2021, at an
annual base rent of approximately $300,000, subject to annual escalation of the greater of 3% or
the increase in the Consumer Price Index.

I. FINANCE

Awards, Amendments & Change Orders

1. Award a three-year contract to AndCo Consulting LLC, to provide investment consulting
services for the Port of Houston Authority Restated Retirement (Pension) Plan, the Other Post-
Employment Benefit (OPEB) Plan, an irrevocable trust established for other post-employment
benefits, the Defined Contribution 401(a) Plan, and the Deferred Compensation 457(b) Plan, in an
amount not to exceed $467,500.

General

2. Approve adoption and execution of resolutions, agreements, and documents to give effect to a
new $100,000,000 Third Lien Variable Rate Revolving Note Program with Truist Bank and affiliates,
including authorization to (a) draw under such financing, (b) incur borrowings thereunder, (c) incur
rating agency fees, commitment fees, paying agent fees, financial advisory fees, and other costs
relating to the program (Costs) in an amount not to exceed $1,500,000 for the period through
November 30, 2026, and (d) in addition to the Costs, incur applicable interest costs relating to
borrowings thereunder.

3. Adopt a revised Investment Policy for Port Authority funds, including operating, construction,
debt service, and bond reserve funds, and approve the Port Authority’s revised Internal Controls
for Investments.



4. Approve an aggregate increase of $561,146 in the 2021 Operating Budget for estimated
expenses associated with the newly-created Business Equity Division.

J. INFRASTRUCTURE

Awards, Amendments & Change Orders

1. Approve staff’s ranking of vendors and award a professional service contract in an amount not
to exceed $207,000 for the 2021 corrosion Facility Inspection and Condition Assessment Program
for marine assets to the top-ranked proposer: staff ranking - first, Pond & Company; second, Wiss,
Janey, Elstner Associates, Inc.; and third, Moffat & Nichol.

2. Approve staff's ranking of vendors and award a construction contract in an amount not to
exceed $2,585,295 for the Freight Station Road dedicated right turn lanes and U-turn connector at
Bayport Container Terminal to the top-ranked proposer: staff ranking - first, Main Lane Industries,
Ltd; second, Jerdon Enterprises; and third, Harper Brothers Construction, LLC.

3. Approve staff’s ranking of vendors and award a professional services contract in an amount not
to exceed $75,000 to perform construction material testing for the Freight Station Road dedicated
right turn lanes and U-turn connector at Bayport Container Terminal to the top-ranked proposer:
staff ranking - first, Raba Kistner, Inc.; second, HV] Associates, Inc.; and third, Terracon
Consultants, Inc.

4. Approve staff's ranking of vendors and award a construction contract in an amount not to
exceed $152,500 to perform asbestos abatement of restroom buildings at the north side of Turning
Basin Terminal to the top-ranked proposer: staff ranking - first, RNDI Companies, Inc.; and
second, Separation Systems Consultants, Inc.

5. Approve staff's ranking of vendors and award a construction contract in an amount not to
exceed $1,426,217 to complete rail spur construction at Bayport Container Terminal Phase II to the
top-ranked proposer: staff ranking - first, Standard Constructors, Inc.; second, McCarthy Building
Companies, Inc.

6. Amend the professional services contract with Hatch Associates Consultants, Inc. to perform
services for the design for rehabilitation of Wharves 4, 5, and 6 at Barbours Cut Terminal in an
amount not to exceed $2,662,930.

7. Amend the professional services contract with AECOM Technical Services, Inc. to perform
services for planning and design for reconstruction of eighty-seven acres of container yards at
Barbours Cut Terminal in an amount not to exceed $1,612,584.

8. Approve a change order with McCarthy Building Companies, Inc. to perform additional work
associated with the construction of Container Yard 7 at Bayport Container Terminal in an amount
not to exceed $242,011.

9. Approve a change order with Satterfield & Pontikes Construction, Inc. to perform additional
work associated with the construction of Container Yard 2 South at Bayport Container Terminal in
an amount not to exceed $199,044.



10. Approve a change order with McCarthy Building Companies, Inc. to perform additional work
associated with the rehabilitation of Container Yard 3 North at Barbours Cut Terminal in an amount
not to exceed $136,158.

General
11. Enter into a Memorandum of Understanding and a temporary license with the U.S. Army Corps
of Engineers for the placement of maintenance-dredged material from berths at Jacintoport
Terminal and Care Terminal into a federally-managed dredged material placement area at a cost of
$331,800 and approve any over-dredge cost at $5.53 per cubic yard in an amount not to exceed
$66,360.

Project 11

12. Enter into reimbursement agreements for pipeline relocation construction with eight pipeline
companies for ten pipelines located in Segment 4 of the Houston Ship Channel Expansion Channel
Improvement Project for which the Port Authority would be responsible for one-half the cost, in an
amount not to exceed $45 million.

Permits/Licenses/Pipeline Easements

13. Approve the renewal of the following expiring Port Authority licenses for new ten-year terms:
Cargill Incorporated - Corn Milling Division, Chevron Phillips Chemical Company LP, Equistar
Chemicals, LP, ExxonMobil Pipeline Company, Linde Inc., Matheson Tri-Gas Inc., Oxy Vinyls, LP,
Southwestern Bell Telephone Company, TPC Group, LLC, and Valero Refining-Texas, LP.

14. Issue a pipeline license to Linde Inc. for one 10-inch nitrogen pipeline adjacent to Port Road at
the Old State Highway 146 intersection.

15. Issue a pipeline license to Celanese Chemicals, Inc. for one 11-inch acetic acid pipeline
crossing under the Exxon Pipeline Corridor between State Highway 146 and the Bayport Turning
Basin.

16. Issue a marine construction permit to TDWP Terminals 1, LLC to relocate a temporary barge
dock located in Buffalo Bayou/Houston Ship Channel.

17. Issue a marine construction permit to Oxy Vinyls, LP to make repairs to an existing barge dock
facility located in Buffalo Bayou/Houston Ship Channel.

18. Issue a transmission line license to Comcast of Houston, LLC for one fiber optic cable line
under the Port Terminal Railroad Association’s right-of-way at Jacintoport Terminal.

19. Amend a pipeline license issued to Enterprise Houston Ship Channel, L.P. to modify the length
of pipe on the Beltway 8 property.

20. Transfer a private adjacency submerged land lease from MARMAC, LLC to 17500 Market
Street, LLC and consent to a sublease to ACBL Transportation Services LLC, for 12.84 acres of
barge fleeting area and 3.84 acres of encumbered area in Old River.



Leases

21. Issue a Port Authority adjacency barge fleeting lease agreement and amend a marine
construction permit with AccuTRANS Fleeting Services LLC for approximately 5.92 acres of
submerged lands in Old River at an initial monthly rental amount of $8,880 for a ten-year term.

22. Approve a lease with Oxy Vinyls, LP for 0.89 acres of filled submerged land located in Patrick
Bayou at an initial monthly rental amount of $1,335 for a ten-year term.

K. OPERATIONS

Awards, Amendments & Change Orders

1. Approve staff’s ranking of vendors and award a two-year contract in an amount not to exceed
$1,500,000 for repair of motors, generators, and alternators for Barbours Cut Terminal, Bayport
Container Terminal, and Turning Basin Terminal to the top-ranked proposer: staff ranking - first,
Northstar Industries; and second, Sulzer Electro-Mechanical Services (US), Inc.

2. Approve staff’s ranking of vendors and award a professional services contract in an amount not
to exceed $599,507 to perform inspection services for three dockside electric container cranes for
Wharf No. 6 at Bayport Container Terminal to the top-ranked proposer: staff ranking - first, Liftech
Consultants, Inc.; second, Laurence & Associates, LLC; and third, Paul Bridges & Associates, LLC.

3. Award a contract to Davey Coach Sales Incorporated for the purchase of two used shuttle buses
for Bayport Container Terminal in an amount not to exceed $99,000.

4. Award a two-year contract to Wesco Distribution for the purchase of electrical and lighting
components for maintenance of facilities and equipment at Barbours Cut Terminal, Bayport
Container Terminal, and Turning Basin Terminal in an amount not to exceed $1,750,000.

5. Award a two-year contract to Crane Tech Solutions, the sole source provider, for the purchase
of spare and replacement parts for Stinis spreader bars and an over-height attachment at Barbours
Cut Terminal and Bayport Container Terminal in an amount not to exceed $600,000.

6. Award a three-year contract to Kalmar USA Inc., Bromma Americas, the sole source provider,
for the purchase of twistlocks and spreader bar related parts for wharf and rubber tyred gantry
cranes at Barbours Cut Terminal and Bayport Container Terminal in an amount not to exceed
$2,800,000.

7. Award a three-year contract to Conductix, Inc. dba Conductix-Wampfler, the sole source
provider, for the purchase of spare and replacement parts for Conductix-Wampfler festoon systems
for wharf cranes at Barbours Cut Terminal and Bayport Container Terminal in the amount not to
exceed $750,000.

8. Ratify an emergency procurement with Dow Pipe & Fence Supply Co. in the amount not to
exceed $80,000 for fence installation at Barbours Cut rail ramp.

9. Issue a purchase order to Red River LLC for the purchase of twenty Cisco 829 routers to
enhance vyard crane Wi-Fi network connectivity performance, using Texas Department of
Information Resources cooperative purchase program, in an amount not to exceed $75,000.



10. Approve a five-year extension of the existing contract with Houston Mooring Company, Inc. for
spotting of vessels at all Port Authority facilities in an amount not to exceed $1,500,000.

11. Approve a five-year extension of the existing contract with Texas Mooring, LLC Inc for spotting
of vessels at all Port Authority facilities in an amount not to exceed $1,500,000.

General

12. Enter into the following Freight Handling Assignment Agreements for terminal services at the
Turning Basin Terminal: Cooper/Ports America, LLC, Suderman Contracting Stevedores, Inc. DBA
Metro Ports, Richardson Stevedoring and Logistics Services, Inc., and APS Stevedoring, LLC.

13. Approve an amendment to the Lease Agreement with CMC Americas LLC for 22.52 acres at
Bayport Container Terminal Complex south of Port Road providing for construction of
improvements on behalf of the Port Authority and reimbursement of the tenant’s construction costs
for certain work, not to exceed $1,287,009.

L. PEOPLE

Awards, Amendments & Change Orders

1. Authorize renewal of group insurance agreements with the following carriers to include
coverage for calendar year 2022 in a total amount not to exceed $2,336,788: (a) Aetna Life
Insurance Company, for dental, vision, and Medicare Advantage coverage; (b) Minnesota Life
Insurance Company, for basic life, voluntary and dependent life, and retiree life coverage; and (c)
Hartford Life and Accident Insurance Company, for long-term disability (LTD) coverage and short-
term disability (STD) coverage.

M. SECURITY AND EMERGENCY OPERATIONS

Awards, Amendments & Change Orders

1. Award a two-year professional services contract, with an option for a two-year extension, in an
amount not to exceed $100,000 for Hazardous Material Response services to Oil Mop LLC, dba OMI
Environmental Solutions.

2. Award a purchase order to Genasys Corporation, the sole source provider, for the purchase of
replacement parts and installation services for the existing Long-Range Acoustic Device Mass
Notification outdoor siren system in an amount not to exceed $95,000.

General
3. Enter into an Intergovernmental Agreement with the City of Morgan's Point for police services
for one year in an amount not to exceed $24,720.

N. TECHNOLOGY
Awards, Amendments & Change Orders

1. Award purchase orders over a five-year period to HP Inc. for devices and related services, using
City of Houston Contract #4600016154-2021-0499, in a total amount not to exceed $2,000,000.

2. Issue a purchase order to Xennex LLC for purchase of replacement data storage and increased
redundancy equipment, using Texas Department of Information Resources cooperative purchase
program, in an amount not to exceed $820,000.



3. Issue a purchase order to Set Solutions, Inc. for renewal of Infoblox maintenance, which
provides network-related functionality, using Texas Department of Information Resources’
cooperative purchase program, in an amount not to exceed $62,000.

4. Issue a purchase order to CDWG LLC for purchase of annual software subscription and support
services for ManageEngine Service Desk ticketing software, using the National Intergovernmental

Purchasing Alliance, in an amount not to exceed $60,000.

O. RECESS OPEN MEETING AND CONVENE EXECUTIVE SESSION

1. Consultation with Attorneys (Section 551.071, Texas Open Meetings Act), including
consultations regarding (a) Fused Industries LLC v. Port Authority, (b) 33 U.S.C.A. §§5(b) and
2236, (c) Executive Order on Ensuring Adequate COVID Safety protocols for Federal Contractors,
and (d) proposed amendment to the agreement for legal services with Best Best & Krieger LLP

2. Real Estate (Section 551.072, Texas Open Meeting Act), including disposition of Barbours Cut
Terminal and Beltway 8 vicinity properties and licensing of miscellaneous Houston Ship Channel
and upland properties

3. Economic Development Negotiations or Incentives (Section 551.087, Texas Open Meetings Act)

4. Employment and Evaluation of Public Employees (Section 551.074, Texas Open Meetings Act)

5. Security-Related Matters (Sections 418.175-418.183 of the Texas Government Code, and
Section 551.076, Texas Open Meetings Act)

6. Adjourn Executive Session

v

RECONVENE OPEN MEETING

1. Announce any items from Executive Session requiring Port Commission action

Q. CLOSING REMARKS BY CHARIMAN AND COMMISSIONERS
1. Governance, legislative, policy, operational, and community matters
R. ADJOURN MEETING

1. Next Meeting Requested - October 26, 2021

2. Adjourn Port Commission Meeting






F. EXECUTIVE

Subject 1. Enter into a contract with Linebarger Goggan Blair & Sampson, LLP for
the collection of delinquent taxes.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to enter into a contract with Linebarger Goggan Blair & Sampson, LLP for
the collection of delinquent taxes, and further authorize the Executive Director to do
any and all things in his opinion reasonable or necessary to give effect to the
foregoing.

Category:
General

Department:
Executive

Staff Contact:
Erik Eriksson

Background:

Harris County Commissioners Court has authorized a new contract with the law firm Linebarger Goggan Blair
& Sampson, LLP (Linebarger) for the collection of delinquent taxes owed Harris County, Harris County
Hospital District d/b/a Harris Health System, and Harris County Flood Control District. Harris County
Department of Education is also expected to be a party to the contract.

Staff Evaluation/Justification:
Port Authority staff recommends that the Port Commission authorize the Port Authority to join in such
contract, whereby Linebarger would perform similar services on its behalf.

Special District Local Laws Code Sec. 5007.007(n) provides in part that the Tax Assessor-Collector of Harris
County is required to collect all taxes levied and assessed against Harris County property on behalf of the
Port Authority and receive compensation for such services, including tax collection services, as the Port
Commission shall agree upon. Staff understands that Linebarger would be undertaking certain tax collection
duties on behalf of the Tax Assessor-Collector, and would be paid for its services from such collections.
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F. EXECUTIVE

Subject 2. Approve and reaffirm the Audit Committee Charter, Internal Audit
Charter, and Internal Audit Policies, effective September 28, 2021.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

Access Public

Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve and reaffirm the
Audit Committee Charter, Internal Audit Charter, and Internal Audit Policies, and
further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Category:
General

Department:
Internal Audit

Staff Contact:
Maxine Buckles

Background:

The Audit Committee Charter requires that the Audit Committee conduct an annual review of its charter, the
Internal Audit Charter, and the Internal Audit Policies supporting the Audit Committee and the Port Authority
Internal Audit function.

By Minute No. 2020-0730-05, the Port Commission last approved the Port Authority's Audit Committee
Charter, Internal Audit Charter, and the Internal Audit Policies.

The Internal Audit Charter sets forth the purpose, authority, and responsibilities of the Internal Audit
Department relating to Port Authority systems and business processes, risk management practices,
interaction with the Port Authority's independent auditor, internal control structure, accounting policy, and
internal audit matters, compliance, and reporting. The Internal Audit Policies support the Audit Committee
and Internal Audit Charters.

Staff Evaluation/Justification:

The Audit Committee completed its review of the Audit Committee Charter, Internal Audit Charter, and
Internal Audit Policies prior to the September 28, 2021 meeting of the Port Commission. Proposed changes
to the Audit Committee Charter, the Internal Audit Charter and Policies incorporate clarifications and updates
to references. There were no substantive updates made to these during the review period.

The Audit Committee and staff request that the Port Commission approve these modifications to the Audit

Committee Charter, Internal Audit Charter, and Internal Audit Policies, to document the completion of the
annual review and to maintain synchronization of the effective dates.
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PORT HOUSTON"

THE HTZAYATIONAL PORT GF TLXAS

Audit Committee of the
Port Commission of the Port of Houston Authority

Charter
Adopted as of September 28, 2021

A. Purpose and authority

The Audit Committee (“Committee”) is established by the Port Commission as
governing body of the Port of Houston Authority of Harris County, Texas (“Port
Authority”) for the primary purpose of assisting the Port Commission in:

Oversight of the integrity of the Port Authority’s financial statements and the
Port Authority’s accounting and financial reporting processes and financial
statement audits.

Oversight of the Port Authority’s compliance with legal and regulatory
requirements.

Oversight of the qualifications and independence of the Port Authority’s
public accounting firm (“independent auditor”).

Oversight of the performance of the Port Authority’s independent auditor,
any county audit and any internal audit functions (“internal audit”).
Oversight of the Port Authority’s systems of financial controls and
procedures, internal controls over financial reporting, and compliance with
ethical standards adopted by the Port Authority.

Consistent with this function, the Audit Committee encourages continuous
improvement of, and fosters adherence to, the Port Authority’s policies, procedures,
and practices at all levels. The Audit Committee also provides for open communication
among the independent auditor, financial and senior management, the internal audit
function, and the Port Commission.

The Audit Committee has the authority to initiate investigations into any matters within
its scope of responsibility and obtain advice and assistance from outside legal,
accounting, or other advisors, as necessary, to perform its duties and responsibilities.

In carrying out its duties and responsibilities, the Audit Committee shall also havethe
authority to meet with and seek any information it requires from employees, officers,
Port Commissioners, or external parties.

12



Audit Committee Charter
2021-0928-XX
Page 3 of 7

The Port Commission will provide appropriate funding, as requested by the Audit
Committee, for compensation to the independent auditor, to any advisers that the
Audit Committee chooses to engage, and for payment of ordinary administrative
expenses of the Audit Committee that are necessary or appropriate in carrying out its
duties.

The Audit Committee will primarily fulfill its responsibilities by carrying out the activities
enumerated in Section C of this charter.

B. Composition and meetings

The Audit Committee will be comprised of three or more Port Commissioners, and as
provided by the Amended and Restated Bylaws of the Port of Houston Authority, as
amended from time-to-time (the “Bylaws”).

Unless a chairperson is selected by the Chairman of the Port Commission, the
members of the Committee may designate a chairperson by majority vote.

The Committee will meet periodically as circumstances dictate and as otherwise
provided by the Bylaws. The Committee chairperson will approve the agenda for the
Committee’s meetings and any member may suggest items for consideration.

As part of its responsibility to foster open communication, the Committee may meet
periodically with management, any internal audit professionals, and the independent
auditor in separate executive sessions.

C. Responsibilities and duties

To fulfill its responsibilities and duties, the Audit Committee will:

Documents/reports/accounting information review

1. Meet with management and the independent auditor, as applicable, to review
and discuss the Port Authority’s Comprehensive Annual Financial Report (“CAFR”),
Restated Retirement Plan Audit, Federal and State Single Audit Reports, and any
findings associated with these audits.

2. Meet with management periodically to review and discuss the Port Authority’s
current financial statements.

3. Review other relevant reports or financial information submitted by the Port

Authority to any governmental body or the public, including relevant reports rendered
by the independent auditor (or summaries thereof).
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Audit Committee Charter
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Page 3 of 7

4. Recommend to the Port Commission whether the financial statements should
be approved by it, as may be required by law.

5. Obtain and review any special financial reports to management.

Independent auditor

6. Recommend to the Port Commission whether to retain the independent auditor,
and its compensation and the scope of its work of preparing or issuing an audit report
and related duties; oversee the work performed by the independent auditor, who shall
report directly to the Audit Committee; review the performance and independence of
the independent auditor; remove the independent auditor if circumstances warrant;
and oversee the resolution of disagreements between management and the
independent auditor if they arise.

7. Discuss with the independent auditor the matters required to be discussed under
Statement of Auditing Standards No. 114 (The Auditor's Communication with Those
Charged with Governance), which supersedes guidance contained in the previous
Statement on Auditing Standards No. 61 (“Communication with audit committees”)

8. Review with the independent auditor any findings or difficulties and
management’s responses or recommendations.

9. Review the independent auditor’s report on the Port Authority’s assessment of
internal control over financial reporting.

10.  Hold timely discussions with the independent auditor regarding the following:

+ Critical accounting policies and practices

« Alternative treatments of financial information within generally accepted
accounting principles (“GAAP”) and/or Governmental Accounting
Standards Board (“GASB”) standards related to material items that have
been discussed with management, ramifications of the use of such
alternative disclosures and treatments, and the treatment preferred by the
independent auditor

« Other material written communications between the independent auditor
and management, including, but not limited to, the management letter and
schedule of unadjusted differences.

11.  Consider whether the independent auditor may provide non-audit services, and
whether it is compatible with the auditor's independence; and oversee any
relationships or services that may affect the independence and objectivity of the
auditor, and take appropriate actions to oversee the independence of the outside
auditor.
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Audit Committee Charter
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Page 4 of 7

12. At least annually, obtain and review a report by the independent auditor
describing:

* The independent auditor’s internal quality-control procedures

* Any material issues raised by its most recent internal quality-control review
or peer review, or by any inquiry or investigation conducted by
governmental or professional authorities during the preceding five years
with respect to independent audits carried out by the independent auditor,
and any steps taken to deal with such issues

» All relationships between the independent auditor and the Port Authority.

13. Review the experience and qualifications of the lead partner each year and
determine that all partner rotation requirements, as promulgated by applicable rules
and regulations, are executed.

14.  Consider whether there should be rotation of the independent auditor itself.

15. Approve Port Authority policies, consistent with governing laws and
regulations, for its hiring of personnel of the independent auditor.

Financial reporting processes, internal control structure, and accounting policy

16. In consultation with the independent auditor and any internal audit function,
periodically review the integrity of the Port Authority’s financial reporting processes
(both internal and external).

17.  Periodically review the adequacy and effectiveness of the Port Authority’s
disclosure controls and procedures, and the Port Authority’s internal control over
financial reporting, including any significant deficiencies and significant changes in
internal controls.

18.  Understand the scope of the auditors’ review of internal control over financial
reporting, and obtain reports on significant findings and recommendations, together
with management responses.

19. Receive and review any disclosure from the Port Authority senior management
of:

» Significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely
affect the Port Authority’s ability to record, process, summarize, and report
financial data

 Any fraud, whether or not material, that involves management or other
employees who have a significant role in the Port Authority’s internal controls.
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Audit Committee Charter
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20. Review major issues regarding accounting principles and financial statement
presentations, including any significant changes in the Port Authority’s selection or
application of accounting principles, major issues as to the adequacy of the Port
Authority’s internal controls, and any special audit steps adopted in light of material
control deficiencies.

21. Review analyses prepared by management (and the independent auditor as
noted in item no. 10 above) setting forth significant financial reporting issues and
judgments made in connection with the preparation of the financial statements,
including analyses of the effects of alternative GAAP methods on the financial
statements.

22. Review the effect of regulatory and accounting initiatives on the financial
statements of the Port Authority.

23.  Periodically review the adequacy and effectiveness of the Port Authority’s other
internal control systems, including information technology security and control.

Internal audit

24. Review with management and the chief audit executive the charter, activities,
staffing, and organizational structure of the internal audit function and approve any
additional activities, as well as the safeguards needed to address independence
impairments created by responsibilities for activities outside of internal auditing.

25.  Ensure there are no unjustified restrictions or limitations, and review and concur
in the appointment, replacement, or dismissal of the chief auditexecutive.

26. Review and approve the annual audit plan and all major changes to the plan.

27. Review the performance of the chief audit executive on an annual basis and
recommend to the Port Commission for possible action his or her annual
compensation and any salary adjustments, taking into consideration a report and
recommendations of the Executive Director of the Port Authority, and any other
information it deems appropriate.

28.  Review the effectiveness of the internal audit function, including the mandatory
nature of the Core Principles for the Practice of Internal Auditing, the Code of Ethics,
the Definition of Internal Auditing, and International Standards for the Professional
Practice of Internal Auditing.

29. Periodically meet separately with the chief audit executive to discuss any
matters that the Committee or internal audit believes should be discussed privately.
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Compliance

30. Review the effectiveness of the system for monitoring compliance with laws
and regulations, and related internal policies, and the results of management’'s
investigation and follow-up (including disciplinary action) of any instances of
noncompliance.

31. Periodically review and provide input for updating and strengthening the Port
Authority’s code of ethics.

32. Collaborate with other Port Commissioners with regard to oversight of the Port
Authority’s system to communicate to and train its personnel regarding this code of
ethics, and oversight of the Port Authority’s processes to monitor compliance with and
enforce the code of ethics.

33.  Establish and oversee procedures for:

* The receipt, retention, and treatment of complaints regarding accounting,
internal accounting controls, or auditing matters

« The confidential, anonymous submission by Port Authority employees and
others (collectively, “whistleblowers”) of concerns regarding questionable
accounting, auditing, or other compliance matters.

34. Review the findings of any examinations by regulatory agencies, and any other
auditor observations.

35. Discuss policies with respect to risk assessment and risk management,
including appropriate guidelines and policies to govern the process, as well as the Port
Authority’s major risk exposures and the steps management has undertaken to control
them.

36. Review, with the Port Authority’s counsel, legal compliance and legal matters
that could have a significant impact on the Port Authority’s financial statements.

37. Obtain regular updates from management and counsel regarding other
compliance matters.

Reporting
38.  Report regularly to the Port Commission regarding the execution of the Audit

Committee’s duties and responsibilities, activities, any issues encountered, and
related recommendations.
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Other responsibilities

39. Review as necessary — with the independent auditor, the internal audit function,
and management — the extent to which changes or improvements in financial or
accounting practices have been implemented.

40. Review, with management, the Port Authority’s finance function, including its
budget and organization.

41. Conduct an annual assessment of this charter and the Audit Committee’s
purpose, duties, and responsibilities hereunder, and recommend to the Port
Commission any changes or amendments.

42.  Perform any other activities consistent with this charter and governing laws that
the Port Commission or Audit Committee determines are necessary or appropriate.

* % %
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A. INTRODUCTION

Attribute Standard 1000 of the 2017 International Standards for the Professional Practice of
Internal Auditing (“The Standards”) as issued by the Institute of Internal Auditors (“IIA”) requires
the Audit Organization to define the mission, scope, authority, responsibility, and accountability
of the Internal Audit (/A) function using a systematic, disciplined approach to evaluate and improve
the effectiveness of governance, risk management and control processes, and incorporating a
Code of Ethics of the IIA by adopting an Internal Audit Charter.

The IIA Standards require adherence to the mandatory elements of the International Professional
Practices Framework, which consist of Core Principals for the Practice of Internal Auditing, the
Definition of Internal Auditing, the IIA Code of Ethics, and International Standards for the
Professional Practice of Internal Auditing. The Internal Audit Department (“IAD”) Charter is the
commitment by all relevant parties to support and execute these activities correlated to items
specified within this document and as expressed in the Mission and Vision Statement of the Port
of Houston Authority (“PHA”).

B. MISSION STATEMENT AND SCOPE OF WORK

1. The Mission Statement of the IAD is to perform the Internal Audit (“IA”) function for the PHA
as Audit Organization. This includes provision of independent, objective assurance and consulting
services designed to add value and improve the PHA’s operations. In doing so, we use Generally
Accepted Governmental Auditing Standards (“GAGAS”) and The Standards. The IAD helps
divisional and departmental management of the PHA accomplish their objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of various processes
(i.e. risk management, control, and governance).

2. The Scope of Work of the IA function is to determine whether the organization’s strategic
design, implementation, documentation, and reporting of various processes are adequate and
operating in a manner as represented by management. This should ensure that:

Risks are identified, communicated, documented, and managed

Interaction with the various governance groups occurs as needed

c. Significant financial, managerial, and operational information is accurate, relevant,
reliable, and timely

d. Employees’ actions are in compliance with policies, standards, procedures, and
applicable laws and regulations

e. Resources are acquired economically, used efficiently, and adequately
safeguarded/maintained

f. Programs, plans, and objectives are achieved as committed and/or budgeted
g. Quality and continuous improvements are fostered within the PHA'’s control

processes
h.  Significant legislative and regulatory issues impacting the PHA are identified,
recognized, and addressed appropriately
i.  Opportunities for improving management control, accountability, and the PHA’s
image that are identified will be communicated to the proper level of management
2021-0928-XX Page 2 of 6
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C. RESPONSIBILITY

1. The IAD, which includes the PHA chief audit executive (“CAE”) and staff, has responsibility
to:

a. Develop a flexible Annual Audit Plan using appropriate risk-based
methodology, including any risk or control concerns expressed by Audit Committee of the
Port Commission (“Audit Committee”) and/or PHA management, and submit that plan to
the Port Commission for review and approval. The flexible Annual Audit Plan includes the
latitude for adequate follow-up on any issues identified during the engagement process and
includes relevant resource limitations and their impact on Scope of Work;

b. Implement the Annual Audit Plan as approved by the Port Commission, including any
special tasks or projects requested by the Audit Committee and/or PHA management;

c. Provide periodic reports to the Audit Committee summarizing the results of each
engagement that identify audit findings, commendations, best practices, recommendations,
conclusions, and Departmental Management responses. These reports are issued by the IAD
and distributed to the Port Commission and PHA divisional and departmental management. Final
Reports are also made available to the external auditor, to enhance reliability, facilitate
communication, and reduce costs of the overall audit process;

d. Maintain a staff with sufficient knowledge, skills, experience, and professional
certifications to meet requirements of The Standards. This includes adequate continuing
professional education (“CPE”) to maintain licensure and/or certifications and apply relevant
GAGAS;

e. Establish and maintain an IAD Policies and Procedures Manual that contains specific
guidelines for operations of the IA function and serves as a reference for design, execution, and
assessment of the audit activities;

f. Establish and maintain a Quality Assurance Program, to provide reasonable
assurance regarding the operations of the IAD in relationship to its compliance with professional
standards, this Charter, and the IAD Policies and Procedures Manual. This will include internal
and external review and reporting of periodic results in performance to the Port Commission, Audit
Committee and/or PHA management, along with a feedback mechanism of measurable value for
assessment that will be provided to the PHA;

g. Perform relevant consulting services related to control and process implementation
and optimization to assist PHA divisional and departmental management in meeting their
objectives and foster synergies within the organization, while leveraging resource utilization that
promotes development of professional staff with skill sets valuable to operational effectiveness
and efficiencies. The IAD may provide assurance services where it had previously performed
consulting services, provided the nature of the consulting did not impair objectivity and provided
individual objectivity is managed when assigning resources;

h. Establish and maintain sufficient and adequate levels of relevant and dynamic
knowledge base, by evaluating and monitoring new or emerging services, computer hardware
and software systems, processes, functions, operations, and controls coincident with the
development, implementation and/or expansion of the PHA’s operations;

i. Assist in the investigation of alleged fraudulent activities within the PHA as requested
by the PHA’s General Counsel, PHA security, any law enforcement agency or judiciary, and notify
the Audit Committee, Executive Director, and General Counsel of the results; and

2021-0928-XX Page 3 of 6
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j- Consider the scope of work of the external auditors and regulators, as appropriate, for
the purpose of providing optimal coverage, avoiding duplication of effort, building professional
rapport, and further developing reliance on credibility and validity of the internal audit function.

D. ACCOUNTABILITY

The CAE, in performing the IA function, shall be accountable to the Audit Committee of the Port
Commission. This will be measured by:

1. Preparing a Risk-based Annual Audit Plan and providing periodic updates to the Audit
Committee regarding its status and related matters, including resources;

2. Providing a periodic assessment on the adequacy, effectiveness, status of the
PHA’s divisions and departments, and/or component processes for controlling their
activities and managing their risks, as set out in the Mission Statement and Scope of Work and
supported by projects that the IAD has performed;

3. Reporting scope of work, results, conclusions, significant issues (including unmitigated
risks and control deficiencies as expressed in engagement-level assessments), potential
improvements (i.e. recommendations), and the status of follow-up procedures performed;

4. Maintaining adequate documentation to support conclusions in the form of workpaper files
that can also be reviewed for efficiency, relevance to audit plan and program, future audit work,
and quality assessment purposes; and

5. Coordinating with and providing assessments of the other control and monitoring functions
(i.e. risk management, compliance, security, ethics, environmental, etc.)

E. INDEPENDENCE

1. Because of the unique nature of the /A function and the potential for ambiguity and
conflicting interests, the independence of the /A function is critical to its success. Independence
is vital both in substance and perception, in order to build a foundation of integrity upon which the
efficacy and reliability of the /A function can be established and sustained.

2. To provide for the independence of the /A function, IAD personnel report to the CAE who
reports functionally to the Audit Committee and administratively to the Executive Director.

3. Inthe event the IA function must investigate serious concerns identified under the GAGAS
or The Standards (e.g. external impairments, fraud, etc.), IAD personnel shall be provided
unrestricted access to the PHA Finance & Administration Department, PHA’s Legal Department
(subject to the maintenance of appropriate privileges), and appropriate Law Enforcement. If the
IA function encounters interference in determining the scope of internal auditing, performing work,
or communicating results, the CAE must disclose such interference to the Audit Committee of the
Port Commission.

F. AUTHORITY

1. In order for the IAD to fulfill its responsibilities, provide adequate accountability,
and maintain independence, it shall have:

a. Continual unrestricted access to all functions, records, property, and personnel of the
PHA in meeting its specific audit objectives (subject to the maintenance of appropriate legal
privileges and confidentiality). This includes full access to all systems that input, process, store,
and report any and all information of the operations of the PHA which are not limited or otherwise
restricted;

2021-0928-XX Page 4 of 6
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b. Full and unrestricted access to the Port Commission, management, and appropriate
law enforcement (subject to the maintenance of appropriate legal privileges and confidentiality);

c. The ability to allocate audit resources, set audit frequencies, select subjects,
determine scope of work, and apply audit techniques required to accomplish audit objectives,
without external impairments; and

d. The necessary assistance and/or cooperation of personnel in relation to performance
of engagement activity. This includes all PHA divisions and departments where cost efficient and
where outsourced functions are procured for the PHA’s business.

2. To further maintain independence, reliability, and integrity, the IA function, as
performed by the IAD, expressly excludes:

a. Responsibility for any operational duties of the PHA, including those circumstances
where the CAE certifies or attests to the effectiveness and conformity to organizational policies,
procedures, and applicable laws and regulations of such operations;

b. The authority to initiate or approve transactions that are outside of the direct operations
of the /A function and its activities; and

c. The authority to direct the activities of the PHA's employees outside the /A function.
G. PROFESSIONAL STANDARDS

1. As indicated in the Introduction and Mission Statement and Scope of Work sections, the /A
function within the IAD will conform and adhere to GAGAS and The Standards or provide
appropriate disclosure when exception or limitation exists or occurs.

2. As part of providing assurance to continued adherence, the IAD will undergo a Peer
Review engagement every five years, which will render an independent opinion on conformance
to the professional standards and requirements reference above.

3. In addition, after a successful IlA peer review, for all audits or engagements where the
IAD applies GAGAS or The Standards, the IAD will provide positive assurance, in its report or
other deliverable, as to its adherence to them and its application of them in its report or other
deliverable.

H. AMENDMENT OF THE INTERNAL AUDIT CHARTER

The CAE is responsible for ensuring that the Charter of the IAD is periodically reviewed and
updated or revised as necessary. Any amendment and/or revision shall be signed and approved
by the CAE, Executive Director, and the Chair of the Audit Committee.

2021-0928-XX Page 5 of 6
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EXECUTIVE ENDORSEMENT

This Internal Audit Charter of the PHA is the formal document that specifies the Mission Statement,
Scope of Work, Responsibility, Accountability, Authority, and Independence of the IA function. This
Charter is a binding commitment and is vital to all stakeholders of the PHA. The endorsements
below of this Internal Audit Charter underscores the importance of the /A function in relationship
to the PHA's operations and confirms their continued cooperation in fulfillment of their obligation
to carry out the /A function.

09/28/2021
Maxine N. Buckles Approval Date
Chief Audit Officer
Port of Houston Authority

09/28/2021
R. Timothy Finley Approval Date
Chief Financial Officer
Port of Houston Authority

09/28/2021
Thomas J. Heidt Approval Date
Chief Operating Officer
Port of Houston Authority

09/28/2021
Roger Guenther Approval Date
Executive Director
Port of Houston Authority

09/28/2021
Ric Campo Approval Date

Chair, Audit Committee
Port Commission of the Port of Houston Authority

RELEVANT PROFESSIONAL STANDARDS -

GAGAS Chapters 1-3; IIA Standards (all, but emphasis on): 1000; 1000.A1; 1000.C1; 1010; 1110; 1110.A1 ; 1111;
1112; 1130; 1320; 2000; 2100; 2600 and related IIA Practice Advisories: 1000-1 ; 1000.C1-2; 2060-2; 2100-
3;2330.A1-2; 2500.A1 -1
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INTERNAL AUDIT POLICY
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INDEX
LASTEST CHANGES MADE
POLICY NO. POLICY NAME CREATION | pEVISED
DATE
DATE
Administrative and regulatory
POL-IA-001 | Code of Ethics 10/01/2013 | 09/29/2021 | reference updates
Administrative and regulatory
POL-IA-002 | Independence 10/01/2013 | 09/29/2021 | reference updates
Proficiency, Competency and Administrative and regulatory
POL-IA-003 | Professional Development 10/01/2013 | 09/29/2021 | reference updates
POL-IA-004 | Planning and Risk 10/01/2013 | 09/29/2021 | Affirmation
POL-IA-005 Aydit/Engagement Execution & 10/01/2013 | 09/29/201 Affirmation
Fieldwork
Audit/Engagement Documentation & Administrative and regulatory
POL-IA-006 | Vorkpapers 10/01/2013 | 09/29/2021 | eference updates
POL-IA-007 AuQit/Engagement Reports & Other 10/01/2013 | 09/29/2021 Affirmation
Deliverables
Administrative and regulatory
POL-IA-008 | Communications 10/01/2013 | 09/29/2021 | eference updates
POL-IA-009 | Follow-up and Remediation 10/01/2013 | 09/20/2021 | Affirmation
Administrative and regulatory
POL-IA-010 | Quality Control and Assurance 10/01/2013 | 09/20/2021 | eference updates
Consideration of Fraud, Waste and/or Administrative and regulatory
POL-IA-011 | APUSe 10/01/2013 | 09/29/2021 | eference updates
Consideration of Information Administrative and regulatory
POL-IA-012 | 'echnology 10/01/2013 | 09/29/2021 | "eference updates
POL-IA-013 | Guidelines for Hiring Employees of Administrative and regulatory
Audit Firm 10/28/2014 | 09/29/2021 | reference updates
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PORT HOUSTON"

FEIUEANAL SUAL POR L 1=

PORT OF HOUSTON AUTHORITY Policy No. POL-1A-001
INTERNAL AUDIT POLICY CODE OF ETHICS
Date: 09/29/2021

CODE OF ETHICS
PRINCIPLES

Internal auditors within the Internal Audit Department (“IAD”) must adhere to the Port of Houston Code of
Conduct and are expected to apply and uphold the following principles:

¢ INTEGRITY

The integrity of internal auditors establishes trust and thus provides the basis for reliance on their
judgment.

o INDEPENDENCE AND OBJECTIVITY

The Internal Audit function must be independent, and internal auditors must be objective in performing
their work.

Note: See Independence Policy for specific details.
e CONFIDENTIALITY

Internal auditors respect the value and ownership of information they receive and do not disclose
information without appropriate authority unless there is a legal or professional obligation to do so.

¢ PROFICIENCY
Internal auditors must possess the knowledge, skills, and other competencies needed to perform their

individual responsibilities. The internal audit activity collectively must possess or obtain the knowledge,
skills and other competencies needed to perform its responsibilities.

RULES OF CONDUCT
1. INTEGRITY
Internal auditors within the 1AD:
1.1 Shall perform their work with honesty, diligence, and responsibility.
1.2 Shall observe the law and make disclosures expected by the law and the profession.

1.3 Shall not knowingly be a party to any illegal activity or engage in acts that are discreditable to
the profession of internal auditing or to theorganization.

1.4  Shall respect and contribute to the legitimate and ethical objectives of the organization.

1 Code of Ethics Policy — 2020-0730-05_2021-0929-XX Page 1 of 2
27



PORT OF HOUSTON AUTHORITY Policy No. POL-IA-001

INTERNAL AUDIT POLICY CODE OF ETHICS
Date: 09/29/2021

2. INDEPENDENCE AND OBJECTIVITY

Internal auditors within the IAD:

21

22

23

24

Shall not participate in any activity or relationship that may impair or be presumed to impair their
assessment. This participation includes those activities or relationships that may be in conflict
with the interests of the organization.

Shall not assess specific operations for which they were previouslyresponsible.

Shall not accept anything that may impair or be presumed to impair their professionaljudgment.

Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of
activities underreview.

3. CONFIDENTIALITY

Internal auditors within the IAD:

3.1

3.2

Shall be prudent in the use and protection of information acquired in the course of their duties.

Shall not use information for any personal gain or in any manner that would be contrary to the
law or detrimental to the legitimate and ethical objectives of the organization.

4. COMPETENCY

Internal auditors within the IAD:

4.1  Shall engage only in those services for which they have the necessary knowledge, skills, and
experience.

4.2  Shall perform internal auditing services in accordance with the Generally Accepted Governmental
Auditing Standards (“GAGAS”) in conjunction with the International Standards for the
Professional Practice of Internal Auditing (“The Standards”) and the IAD’s Policies and
Procedures Manual.

4.3  Shall continually improve their proficiency and the effectiveness and quality of their services.

Relevant Standards:

GAGAS 3.02 Ethical Principles
3.16 Professional Behavior

A IIA Code of Ethics
1100 Independence and Due Profession Care
1200 Proficiency and Due Professional Care
1300 Quality Assurance and Improvement Program
1322 Disclosure of Non conformance
2110 Governance
2110. A1
2431 Engagement Disclosure of Nonconformance

1 Code of Ethics Policy — 2020-0730-05_2021-0929-XX Page 2 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-IA-002
INTERNAL AUDIT POLICY INDEPENDENCE
Date: 09/29/2021

INDEPENDENCE
POLICY

e In performing the Internal Audit (“IA”) Function, the Internal Audit Department (“IAD”) applies the
standards of independence and objectivity as promulgated by the Generally Accepted Government
Auditing Standards (“GAGAS”) and the Institute of Internal Auditors (“llA”) International Standards for
the Professional Practice of Internal Auditing (“The Standards”). The GAGAS Conceptual Framework
Approach to Independence is applied at the Audit Organization, Audit, and Individual Auditor Levels.
This is an essential cornerstone of our existence as an IAD and in the fulfillment of our mission
statement and attainment of our objectives as outlined in the IAD Charter.

¢ The Internal Audit Department within the Port of Houston Authority (“PHA”) is considered an Internal
Audit Organization for purposes of executing its mission and scope of work as indicated in the PHA
Internal Audit Charter.

e |AD personnel must be independent in both substance and perception in order to build a foundation of
integrity upon which the efficacy and reality of the IA function can be established and sustained.

e To provide for independence of the IA function, IAD personnel report to the PHA chief audit executive
(“CAE”) who reports functionally to the Audit Committee of the Port Commission (“Audit Committee”).

¢ In the event that the IA function must investigate serious concerns identified under the GAGAS or the
Standards, |IAD personnel shall be provided unrestricted access to the Port Commission, PHA
management, PHA’s Legal Division, and appropriate Law Enforcement (subject to the maintenance of
appropriate privileges).

THREATS TO INDEPENDENCE

The following are the seven categories of threats to independence as presented in Section 3.30 of the
Government Auditing Standards 2018 Revision:

a. Self-interest threat - the threat that a financial or other interest will inappropriately influence an
auditor’s judgment or behavior;

b. Self-review threat - the threat that an auditor or audit organization that has provided non-audit
services will not appropriately evaluate the results of previous judgments made or services
performed as part of the non-audit services when forming a judgment significant to a GAGAS
engagement;

c. Bias threat - the threat that an auditor will, as a result of political, ideological, social, or other
convictions, take a position that is not objective;

d. Familiarity threat - the threat that aspects of a relationship with management or personnel of an
audited entity, such as a close or long relationship, or that of an immediate or close family member,
will lead an auditor to take a position that is notobjective;

e. Undue influence threat - the threat that external influences or pressures from sources external to
the audit organization will affect an auditor’s ability to make independent and objectivejudgments;

2 1AD Independence Policy — 2021-0929-XX Page 1 of 3
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PORT OF HOUSTON AUTHORITY Policy No. POL-1A-002

INTERNAL AUDIT POLICY INDEPENDENCE
Date: 09/29/2021

Management participation threat - the threat that results from an auditor’s taking on the role of
management or otherwise performing management functions on behalf of the audited entity, which
will lead an auditor to take a position that is not objective.

Structural threat - the threat that an audit organization’s placement within a government entity, in
combination with the structure of the government entity being audited, will affect the audit
organization’s ability to perform work and report results objectively.

Section 3.50 of the Government Auditing Standards 2018 Revision provides the following examples of
Safeguards that could eliminate threats or reduce them to an acceptable level:

a.

Consulting an independent third party, such as a professional organization, a professional
regulatory body, or anotherauditor to discuss engagement issues or assess issues that are highly
technical or require significant judgment;

Involving another audit organization to perform or re-perform part of the engagement;

Having an auditor who was not a member of the engagement team review the work performed; and

Removing an auditor from an engagement team when that auditor’s financial or other interests or
relationships pose a threat to independence.

The following are documentation requirements under GAGAS to support an auditor's compliance with
independence standards:

a. Document threats to independence that require the application of safeguards, along with
safeguards applied, in accordance with the conceptual framework for independence as required by
paragraph 3.33;

b. Document the safeguards required by paragraphs 3.53-3.55 if an audit organization is structurally
located within a government entity and are considered independent based on those safeguards;

c. Document consideration of audited entity management’s ability to effectively oversee a non-audit
service to be provided by the auditor as indicated in paragraph 3.74; and

d. Document the auditor’s understanding with an audited entity for which the auditor will perform a
non-audit service as indicated in paragraph 3.77.

ATTEST TO INDEPENDENCE

As part of compliance, the CAE on behalf of the IAD and each individual auditor will assure their independence
and disclose when impairment occurs or exists in the form of a signed document. These signed documents are
executed annually and are kept as a part of the IAD records. Additionally, the individual auditor attests to his/her
independence at the audit/engagement level by sign-off on an “Independence workpaper”.

The independence statements act as support and validation of adherence to this policy.

2 1AD Independence Policy — 2021-0929-XX Page 2 of 3
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PORT OF HOUSTON AUTHORITY Policy No. POL-1A-002
INTERNAL AUDIT POLICY INDEPENDENCE
Date: 09/29/2021

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
INDEPENDENCE
DEFINITION 3.17-3.22
PERSONAL IMPAIRMENTS 3.26 - 3.27, 3.59
EXTERNAL IMPAIRMENTS 3.35,3.48

ORGANIZATIONAL INDEPENDENCE

DEFINITION 3.21
EXTERNAL AUDIT 3.30, 3.37, 3.61
INTERNAL AUDIT 3.49 - 3.51
NON-AUDIT SERVICES 3.28, 3.34, 3.36, 3.45, 3.52 — 3.55, 3.60
OVERARCHING INDEPENDENCE PRINCIPLES 3.31-3.33, 3.47
IIA STANDARDS
INDEPENDENCE AND OBJECTIVITY 1100
ORGANIZATIONAL INDEPENDENCE 1110, 1110.A1, 1112
INDIVIDUAL OBJECTIVITY 1120
IMPAIRMENTS 1130, 1130.A1, 1130.A2, 1130.A3, 1130.C1,1130.C2

IIA PRACTICE ADVISORIES

ORGANIZATIONAL INDEPENDENCE 1110 -1
INDIVIDUAL OBJECTIVITY 1120 -1
IMPAIRMENT TO INDEPENDENCE OR OBJECTIVITY 1130 -1
INDEPENDENCE OF THE EXTERNAL ASSESSMENT 1312 -4
TEAM IN THE PUBLIC SECTOR

2 1AD Independence Policy — 2021-0929-XX Page 3 of 3
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PORT OF HOUSTON AUTHORITY Policy No. POL-IA-003

INTERNAL AUDIT POLICY PROFICIENCY, COMPETENCY AND
PROFESSIONAL DEVELOPMENT
Date: 09/29/2021

PROFICIENCY, COMPETENCY, AND PROFESSIONAL DEVELOPMENT

POLICY

e The Internal Audit Department (“IAD”) will maintain an adequate level of staff and access to other
resources needed to execute its function and discharge its duties in accordance with the International
Standards for the Professional Practice of Internal Auditing (“The Standards”) and IAD Charter by:

o Recruiting, hiring and retaining qualified professionals (which may include external service
providers) that possess the necessary skills and certifications to individually perform and
collectively execute the internal auditfunction;

o Creating and adapting an internal organizational structure while maintaining alignment with the
organization’s dynamic environment and its effect on the IAD’s objectives, scope, responsibilities,
accountability, and authority;

o Providing training to new hires and experienced staff through internally developed and managed
programs, Continuing Professional Education (“CPE”), and external providers of relevant
curriculum that offers professional development;

o Ensuring continued professional development of employees by:

- Providing adequate CPE to maintain licensure and/or certifications and applyingrelevant
Generally Accepted Government Auditing Standards (“GAGAS”);and

- Introducing progressive auditing and analytical techniques (including those usingrelevant
and emerging information technologies).

e Professional Development is also a partnership between the employee and the employer. The Port of
Houston Authority (“PHA”) uses an annual employee performance evaluation (“EPE”) system which
sets goals and objectives that align the individual’s goals with the IAD’s, allowing for recognition, growth
and advancement where available. The EPE process is interactive and cooperative, which provides an
avenue for a mutually beneficial and productive work environment.

e The PHA chief audit executive will decline project(s) if he/she determines that there is a lack of
adequate level of staff or access to other resources (including financial) needed to execute its function
and discharge its duties in accordance with professional standards.

NOTE: For more detailed information see the Proficiency, Competency & Professional Development
Procedures.

3 IAD Proficiency Policy — 2021-0929-XX Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-1A-003

INTERNAL AUDIT POLICY PROFICIENCY, COMPETENCY AND
PROFESSIONAL DEVELOPMENT
Date: 09/29/2021

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS

PROFESSIONAL JUDGMENT 3.109 - 3.117

COMPETENCE 4.01 — 4.06

TECHNICAL KNOWLEDGE 4.07-4.11,6.04,7.07,7.71,7.79
llA Standards

1200 PROFICIENCY AND DUE PROFESSIONAL CARE
1210 PROFICIENCY

1210.A1

1210.A2

1210.A3

1210.C1
1220 DUE PROFESSIONAL CARE

1220.A1

1220.A2

1220.A3

1220.C1
1230 CONTINUING PROFESSIONAL DEVELOPMENT
2000 MANAGING THE INTERNAL AUDIT ACTIVITY
2340 ENGAGEMENT SUPERVISION

GAGAS

GUIDANCE ON GAGAS REQUIREMENTS FOR CPE GAO-05-568G

IIA PRACTICE ADVISORIES

1200-1 PROFICIENCY AND DUE PROFESSIONAL CARE

1210-1 PROFICIENCY

1210.A1-1 OBTAINING EXTERNAL SERVICE PROVIDERS TO SUPPORT OR COMPLEMENTTHE INTERNAL
AUDIT ACTIVITY

3 IAD Proficiency Policy — 2021-0929-XX
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PORT OF HOUSTON AUTHORITY Policy No. POL-1A-004

INTERNAL AUDIT POLICY PLANNING AND RISK
Date: 09/29/2021

PLANNING AND RISK

POLICY

The Port of Houston Authority (“PHA”) chief audit executive (CAE”) will adequately:

Plan activities and engagements to be performed for the upcoming year based on a process as
identified and outlined in the Annual Audit Plan, derived from the risk assessment. The CAE establishes
the risk based PHA Annual Internal Audit Plan to determine the priorities of the internal audit activity,
consistent with the PHA goals and the Internal Audit Department (“IAD”) Charter.

Plan each engagement to sufficiently identify risk, objectives, scope, work to be performed (as outlined
in the Audit/Engagement Planning Procedures) and provide sufficient and appropriate documented
evidence to adequately support findings, conclusions, and recommendations.

NOTE: The Annual Audit Plan is a published document which identifies each project for the upcoming fiscal
year. The Annual Audit Plan is a documented process and is maintained as part of the Annual Audit
Documentation.

ANNUAL AUDIT PLAN

An Annual Risk Assessment (“ARA”) is performed at the entity level to adequately plan the annual
activities of the Internal Audit (“IA”) function, which considers: updated reviews of department changes;
changes to the organizational structure or relationships that change IA’s view of the overall “auditable
universe”; notable/significant events, transactions, contracts, initiatives, leadership, or process changes
affecting the PHA that occurred during the year; and considerations of acquisitions, changes,
implementations, upgrades, and interfaces of IT/IS that are integral components of business processes.

The ARA is used to prepare the Risk Assessment Report which is distributed to the Audit Committee
of the Port Commission (“Audit Committee”), Port Commission, Executive Director, and appropriate
senior leadership.

Input and recommendations for projects to include in the audit plan may be requested from the Audit
Committee, Executive Director, and senior leadership. Management’s feedback is vital and intended to
further identify the areas of exposed risk that operational management would like reviewed as well as
provide value to the organization.

4 1AD Planning and Risk Policy — 2021-0929-XX Page 1 of 3

35



PORT OF HOUSTON AUTHORITY Policy No. POL-1A-004
INTERNAL AUDIT POLICY PLANNING AND RISK
Date: 09/29/2021

¢ |AD management and staff meet as a part of developing the proposed Annual Audit Plan to strategize
potential engagements for the upcomingyear.

e The CAE drafts an Annual Audit Plan of specific activities, engagements, and projects which consider
risk and utilize a risk-based approach and available resources and proposes and presents it to the
Executive Director and the Audit Committee.

e The Annual Audit Plan is submitted to the Port Commission for review and approval.

e The IAD implements the Annual Audit Plan as approved by the Port Commission, including any special
tasks or projects requested by the Audit Committee and/or PHA management.

e The IAD provides periodic reports to the Audit Committee summarizing the results of each engagement.
These reports include audit findings, best practices, recommendations, conclusions, and departmental
management responses. These reports are issued to the Port Commission and PHA senior leadership.
Final reports are also made available to the external auditor.

e Status, progress and other relevant communications pertaining to the Annual Audit Plan are provided
to the Audit Committee on a routine (at least quarterly) basis.

ENGAGEMENT PLANNING
e The Engagement Plan is documented by the Manager (or designee) and approved by the CAE.

e Information will be accumulated and recorded during the engagement which will contribute to the
following:

o Identification of the overall audit/engagement objectives (including specific and measurable
criteria, where required);

o ldentification and refinement of scope;

o Risk definition and internal control assessment(s);

o Developing the audit/engagement program to meet specific objectives; and

o Determining resources (internal and external) needed to accomplish the overall
audit/engagement and specific audit/engagement objectives (including the budget).

NOTE: Computer-assisted audit techniques (CAATSs) are used in analysis, where appropriate.

4 1AD Planning and Risk Policy — 2021-0929-XX Page 2 of 3
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PORT OF HOUSTON AUTHORITY
INTERNAL AUDIT POLICY

Policy No. POL-IA-004
PLANNING AND RISK
Date: 09/29/2021

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

Generally Accepted Governmental Auditing Standards (“GAGAS”)

FINANCIAL AUDITS

ATTESTATION ENGAGEMENTS
PERFORMANCE AUDITS
INDEPENDENCE (INCLUDING NON-
AUDIT SERVICES)

IIA STANDARDS (ANNUAL AUDIT PLAN)

2010 PLANNING

2020 COMMUNICATION AND APPROVAL
2030 RESOURCE MANAGEMENT

2050 COORDINATION

2100 NATURE OF WORK

2110 GOVERNANCE

2120 RISK MANAGEMENT

2130 CONTROL

IIA STANDARDS (ENGAGEMENT PLANNING)

2200 ENGAGEMENT PLANNING
2201 PLANNING CONSIDERATIONS
2210 ENGAGEMENT OBJECTIVES
2220 ENGAGEMENT SCOPE

Chapter 6
Chapter 7
8.01-8.139
3.17-3.108

2230 ENGAGEMENT RESOURCE ALLOCATION

2240 ENGAGEMENT WORK PROGRAM

IIA PRACTICE ADVISORIES

2010 — 1 LINKING THE AUDIT PLAN TO RISK AND EXPOSURES

2010 — 2 USING THE RISK MANAGEMENT PROCESS IN INTERNAL AUDIT PLANNING

2110 — 1 GOVERNANCE: DEFINITION

2110 — 2 GOVERNANCE: RELATIONSHIP WITH RISK AND CONTROL

2110 — 3 GOVERNANCE: ASSESSMENTS

2120 — 1 ASSESSING THE ADEQUACY OF RISK MANAGEMENT PROCESSES

2120 — 2 MANAGING THE RISK OF THE INTERNAL AUDIT ACTIVITY

2200 — 1 ENGAGEMENT PLANNING

2200 — 2 USING THE TOP-DOWN, RISK-BASED APPROACH TO IDENTIFY CONTROLS TO BE

ASSESSED IN AN INTERNAL AUDIT ENGAGEMENT

2210 — 1 ENGAGEMENT OBJECTIVES

2210.A1 RISK ASSESSMENT IN ENGAGEMENT PLANNING

4 1AD Planning and Risk Policy — 2021-0929-XX
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FORT HOUSTON
PORT OF HOUSTON AUTHORITY Policy No. POL-IA-005
INTERNAL AUDIT POLICY AUDIT/ENGAGEMENT EXECUTION &
FIELDWORK
Date: 09/29/2021

AUDIT/ENGAGEMENT EXECUTION & FIELDWORK

POLICY

The Internal Audit Department (“IAD”) will include the following elements in performing engagements as set
forth by Generally Accepted Governmental Auditing Standards (“GAGAS”) and the standards issued by the
Institute of Internal Auditors (“IIA”):

e Perform, obtain, and document sufficient andappropriate:

o Planning (including decision support for development and modification of audit procedures — See
Audit/Engagement Planning Procedures);

o Understanding and assessment of the environment and processes (including risk and internal
control);

o Auditor communication during planning and throughout theengagement;
o Consideration of previous audits and attestationengagements;

o Evidence, analysis, and evaluation to support conclusions (using Computer Aided Analysis Tools,
where appropriate); and

o Support for evidence, findings, recommendations, communications, and reporting.
e Process for developing elements of a finding.

¢ Adequate supervision of staff, their proficiency, competency, and exercise of due professional care
(See Proficiency, Competency & Professional Development Policy and Procedures).

e Consideration of fraud consistent with engagement objectives.
¢ Quality Assurance function, based on a set of written policies and procedures.

NOTE: The concepts of reasonable assurance, significance, and risk form a framework to apply this policy,
which is in accordance with professional standards and are included throughout the discussion.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
FINANCIAL AUDITS CHAPTER 6
ATTESTATION ENGAGEMENTS CHAPTER 7
PERFORMANCE AUDITS CHAPTER 8
5 IAD Engagement Execution Policy — 20210929-05 Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-IA-005

INTERNAL AUDIT POLICY AUDIT/ENGAGEMENT EXECUTION &
FIELDWORK
Date: 09/29/2021

IIA STANDARDS

2200 ENGAGEMENT PLANNING

2201 PLANNING CONSIDERATIONS

2210 ENGAGEMENT OBJECTIVES

2220 ENGAGEMENT SCOPE

2230 ENGAGEMENT RESOURCE ALLOCATION
2240 ENGAGEMENT WORK PROGRAM

2300 PERFORMING THE ENGAGEMENT

2310 IDENTIFYING INFORMATION

2320 ANALYSIS AND EVALUATION

2340 ENGAGEMENT SUPERVISION

IIA PRACTICE ADVISORIES

2230 — 1 ENGAGEMENT RESOURCE ALLOCATION

2240 — 1 ENGAGEMENT WORK PROGRAM

2300 — 1 USE OF PERSONAL INFORMATION IN CONDUCTING ENGAGEMENTS
2320 — 1 ANALYTICAL PROCEDURES

2320 — 2 ROOT CAUSE ANALYSIS

NOTE: The concept of fieldwork, as a professional standard, is broader than the time spent in the field and is a

term not used in the standards issued by the IIA, except in relationship to Quality Assurance and assessing the
timeliness of engagementreporting.

5 IAD Engagement Execution Policy — 20210929-05 Page 1 of 2
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FORT HOUSTON
PORT OF HOUSTON AUTHORITY Policy No. POL-IA-006
INTERNAL AUDIT POLICY AUDIT/ENGAGEMENT DOCUMENTATION &
WORKPAPERS
Date: 09/29/2021

AUDIT/ENGAGEMENT DOCUMENTATION & WORKPAPERS

POLICY

The Internal Audit Department (“IAD”) will obtain, review, record, and retain sufficient and appropriate
evidence to support its findings, conclusions, and recommendations. This is a collective body of
information that is referred to as Engagement Documentation or Workpapers and includes the following
elements:

Objectives

Scope

Procedures
Conclusions
Communications
Supporting Schedules
Notifications

O O O O o0 O O

Refer to the Audit/Engagement Documentation & Workpapers Procedures for detailed workpaper
documentation guidelines.

Documentation will be reviewed by an experienced professional, other than the preparer, at various
stages of the audit/engagement and prior to issuance of the final report. This supports the assurance
of sufficient and appropriate evidence, as obtained by proficient/competent performance, exercise of
professional judgment, and as overseen with adequate supervision.

A final record of the work performed by an auditor shall be retained and stored as required. This record
is often referred to as ‘workpapers’ or ‘working papers’ which become part of a historical record
maintained within the IAD.

Documentation will be retained for the purposes of accountability, efficiency, follow-up, and quality
assurance in accordance with the Port of Houston Authority document retention requirements.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
GENERAL STANDARDS 5.22 -5.41,5.58 - 5.59
FINANCIAL AUDITS 6.17 - 6.35
ATTESTATION ENGAGEMENTS 7.33-7.38
PERFORMANCE AUDITS 8.132 - 8.141

IIA STANDARDS

2200 ENGAGEMENT PLANNING

2201 PLANNING CONSIDERATIONS

2210 ENGAGEMENT OBJECTIVES

2220 ENGAGEMENT SCOPE

2230 ENGAGEMENT RESOURCE ALLOCATION
2240 ENGAGEMENT WORK PROGRAM

2300 PERFORMING THE ENGAGEMENT

2310 IDENTIFYING INFORMATION

2320 ANALYSIS AND EVALUATION

6 IAD Engagement Documentation WP Policy — 2021-0929-XX Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-1A-006
INTERNAL AUDIT POLICY AUDIT/ENGAGEMENT DOCUMENTATION &

WORKPAPERS
Date: 09/29/2021

2330 DOCUMENTING INFORMATION
2340 ENGAGEMENT SUPERVISION

IIA PRACTICE ADVISORIES

2330-1 DOCUMENTING INFORMATION

2330.A1-2 CONTROL OF ENGAGEMENT RECORDS
2330.A1-2 GRANTING ACCESS TO ENGAGEMENTRECORDS
2330.A2 -1 RETENTION OF RECORDS

6 IAD Engagement Documentation WP Policy — 2021-0929-XX Page 1 of 2
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FORTHOUSTON
PORT OF HOUSTON AUTHORITY Policy No. POL-IA-007
INTERNAL AUDIT POLICY AUDIT/ENGAGEMENT REPORTS & OTHER
DELIVERABLES
Date: 09/29/2021

AUDIT/ENGAGEMENT REPORTS & OTHER DELIVERABLES

POLICY

e The Internal Audit Department (“IAD”) will issue reports and/or deliverables communicating the results
of each engagement and disseminate them to relevant parties as indicated in the Audit/Engagement
Reporting & Other Deliverables Procedures.

o The form of the deliverable should be appropriate for its intended use.
e Effectively written deliverables that include requested management responses will:

o Communicate results to responsible officials and management;
o Make the results less susceptible to misunderstanding; and

o Facilitate follow-up to determine whether appropriate corrective action has been taken.

e A draft copy of written deliverables will be reviewed by and with responsible management prior to
distribution of the final deliverables.

e Engagement deliverables should be accurate, objective, clear, concise, constructive, complete, and
timely. They should include the engagement’s objectives, scope, and results.

e Final communication of engagement results must, include applicable conclusions, as well as applicable
recommendations and/or action plans.

¢ Results should be communicated to appropriate stakeholders. Communication should be made to the
Audit Committee of the Port Commission (“Audit Committee”), Port of Houston Authority (“PHA”)
department management and other parties, where applicable, who can ensure the results are given due
consideration.

e Prompt and timely engagement reporting is important to enable effective improvement or corrective
actions for recommendations. Guidelines for timeliness of engagement reporting are found in the
Audit/Engagement Reporting & Other Deliverables Procedures and are summarized as follows:

o Draft engagement deliverables should be completed on a timely basis (usually within two weeks
or ten business days) from the last date offieldwork;

o Any revisions to draft engagement deliverables resulting from the exit meetings shouldbe
completed timely following the final exit meeting date;and

o Final engagement deliverables should be completed timely (usually issued within one month or
twenty business days) of the final exit meetingdate.

7 I1AD Engagement Reports Deliverable Policy — 2021-0929-XX Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-IA-007

INTERNAL AUDIT POLICY AUDIT/ENGAGEMENT REPORTS & OTHER
DELIVERABLES
Date: 09/29/2021

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
FINANCIAL AUDITS 6.36 -6.70
ATTESTATION ENGAGEMENTS 7.05-7.69
REPORTING STANDARDS FOR PERFORMANCE AUDITS Chapter 9
IIA STANDARDS

2400 COMMUNICATING RESULTS

2410 CRITERIA FOR COMMUNICATING

2420 QUALITY OF COMMUNICATIONS

2421 ERRORS AND OMISSIONS

2430 USE OF “CONDUCTED IN CONFORMANCE WITH THE INTERNATIONAL STANDARDS FOR THE PROFESSIONAL
PRACTICE OF INTERNAL AUDITING”

2431 ENGAGEMENT DISCLOSURE OF NONCONFORMANCE

2440 DISSEMINATING RESULTS

2500 MONITORING PROGRESS

IIA PRACTICE ADVISORIES

2400 -1 LEGAL CONSIDERATIONS IN COMMUNICATING RE3UTS

2410 -1 COMMUNICATION CRITERIA

2420 -1 QUALITY OF COMMUNICATIONS

2440.A2 -1 COMMUNICATIONS OUTSIDE THE ORGANIZATION

2440 -1 DISSEMINATING RESULTS

2440 -2 COMMUNICATING SENSITIVE INFORMATION WITHIN AND OUTSIDE THE CHAIN OF COMMAND
7 I1AD Engagement Reports Deliverable Policy — 2021-0929-XX Page 1 of 2
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PORT HOUSTON

PE T4 ERNAT UHAL POR LF 12385

IPORT OF HOUSTON AUTHORITY]

Policy No. POL-IA-008
INTERNAL AUDIT POLICY| COMMUNICATIONS

Date: 09/29/2021]

COMMUNICATIONS

POLICY

GENERAL - Communications are to be accurate, objective, clear, concise, constructive, complete, relevant,
and timely. To fulfill these attributes:

The Internal Audit Department (“IAD”) will communicate directly with the Audit Committee of the Port
Commission (“Audit Committee”), the Executive Director and the appropriate senior leadership, as
needed, related to the status of current projects, resources, and developing factors or external
influences on the IAD function and the Annual AuditPlan.

IAD will communicate the results of the Quality Assurance and Improvement Program (“QAIP”) to the
Port Commission, Audit Committee and/or Port of Houston Authority (“PHA”) management. Disclosure
should include:

o The scope and frequency of both the internal and external assessments.

o The qualifications and independence of the assessor(s) or assessment team, including potential

conflicts of interest.
o Findings or observations of the assessors.
o Corrective action plans.

IAD will communicate with appropriate PHA officials and/or management about the organizations’ risk
and control environment.

Communications with the audited entity will include the engagement’s objectives, scope, results,
methodology, requests for information, interim communications of status, concerns (e.g., impairment
of independence, etc.), and potential issues- Distinctions based on engagement type and/or function
are as follows:

FINANCIAL AUDITS/ Nature, timing and extent of planned work;
ATTESTATION ENGAGEMENTS Level of assurance;

Requests for information;

Interim communications; and

Any restrictions, if applicable.

PERFORMANCE AUDITS (including Compliance)  Overview of the objectives, scope, = methodology,
and timing of the audit and planned reporting
(including any potential restrictions on the report),
requests for information and interim communication.

REPORTING (All) Deficiencies in Internal Control;
Non-compliance;
Contract violations.

COMMUNICATE Fraud and/or lllegal Acts.

8 IAD Communications Policy — 2021-0929-XX Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-1A-008
INTERNAL AUDIT POLICY COMMUNICATIONS
Date: 09/29/2021

NOTE: The forms and timing of communication related to the preceding section are discussed in
detail in the Communications Procedure.

e The IAD will communicate limitations and/or changes to the scope of services. This includes the
boundaries and responsibilities of management when the IAD engages in Non-Audit Services.

e Final communication of engagement results must include applicable recommendations and /or
actions plans.

e The IAD will acknowledge exemplary performance incommunications.

e Engagement results will be communicated to appropriate parties. In general, communication will be
made to PHA officials, management and/or other parties of interest who can ensure the results are
given due consideration.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
General Standards 3.77
Financial Audits 6.06 — 6.07, 6.09, 6.45
Attestation Engagements 7.09-7.11
Performance Audits 5.25,5.35, 8.20 — 8.22,825
llA Standards

1111 Direct Interaction with the Board
(Management)
1220 Due Professional Care
1320 Reporting on the Quality Assurance and Improvement
Program
2020 Communication and Approval
2060 Reporting to the Board and Senior Management
2400 Communicating Results
2410 Criteria for Communicating
2410.A1
2410.A2
2410.A3
2410.C1
2420 Quality of
Communications 2421
Errors and Omissions
2431 Engagement Disclosure of
Nonconformance 2440 Disseminating Results
2440.A1
2440.A2
2440.C1
2440.C2
2500 Monitoring Progress

lIA Practice Advisories

1111 -1 Board Interaction

1311 -1 Internal Assessments

1312 -1 External Assessments

2020 -1 Communication and Approval

2060 — 1 Reporting to Senior Management and the Board
2400 -1 Legal Considerations in Communicating Results
2410 -1 Communication Criteria

2420 -1 Quality of Communications

2440.A2 -1 Communications Outside the Organization
2440 -1 Disseminating Results

2440 -2 Communicating Sensitive Information Within and Outside the Chainof

Command 2500 — 1 Monitoring Progress

8 IAD Communications Policy — 2021-0929-XX Page 2 of 2
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PORT HOUSTON
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PORT OF HOUSTON AUTHORITY Policy No. POL-IA-009
INTERNAL AUDIT POLICY FOLLOW-UP AND REMEDIATION
Date: 09/29/2021

FOLLOW-UP AND REMEDIATION

POLICY

GENERAL - The Internal Audit Department (“lAD”) develops, maintains, and modifies as necessary
follow-up procedures that monitor the status of findings and issues previously reported and assesses
management’s process to remediate accordingly. To fulfill these attributes:

¢ |AD maintains a listing of the findings identified during the course of an engagement that resulted in
the issuance of a report. (Note: GAGAS 8.30 and 8.46 require auditors to understand the risk
associated with the results of previous engagements and issues identified with internal controls that
are relevant to the current audit objectives. This is part of the engagement planning process. See
Audit/Engagement Planning Procedures.)

¢ |AD obtains and maintains management responses and assesses the sufficiency and appropriateness
in the context of the issue identified, which considers and applies risk assessment methodology.

¢ |AD requests management status on the remediation of issues at least once peryear.
e |AD performs additional appropriate procedures to verify:
o Accuracy of management assessment of cleared items;and
o Efficiency and Effectiveness the Management’s remediationprocess.
¢ |AD communicates the results of the follow-up process and procedures as a formal report distributed

to the Audit Committee of the Port Commission (“Audit Committee”), Executive Director, and
appropriate department directors or management.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE
IIA STANDARDS

2500 — MONITORING PROGRESS
2600 — RESOLUTION OF SENIOR MANAGEMENT’'S ACCEPTANCE OF RISK

IIA PRACTICE ADVISORIES (PA)

2500 -1 MONITORING PROGRESS
2500.A1-1 FOLLOW-UP PROCESS
9 IAD Follow up and Remediation Policy — 2021-0929-XX Page 1 of 1
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PE T4 ERNAT UHAL POR LF 12385

PORT OF HOUSTON AUTHORITY Policy No. POL-IA-010
INTERNAL AUDIT POLICY QUALITY CONTROL & ASSURANCE
Date: 09/29/2021

QUALITY CONTROL & ASSURANCE

POLICY

¢ The Internal Audit Department (“IAD”) shall establish and maintain a system of Quality Control that is
designed to provide relevant parties with reasonable assurance that:

o The organization and its personnel comply with professional standards and applicable legal and
regulatory requirements; and

o The organization has periodic internal assessments and an external peer review every 5 years.
e The system of Quality Control adopted defines and monitors the IAD’s:

o Leadership;
o Emphasis on high quality work; and

o Policies and Procedures designed to provide assurance that internal controls are operating
effectively.

e The IAD develops and maintains Policies and Procedures for the Internal Audit (“IA”) function, which
addresses Quality Assurance (“QA”) through standards of management, practice, proficiency,
competency, execution, communication, documentation, reporting and review. The IAD Policies are
reviewed and updated at least annually and presented to the Audit Committee of the Port Commission
(“Audit Committee”) forapproval.

e Each engagement has a review process specifically for QA to provide an assessment of work to:

o Ensure adherence to the policies and procedures, and a related system of quality assurance and
improvement; and

o Determine if the Policies and Procedures, including those of QA, are suitably designedand
operating effectively.

e |AD performs reviews to evaluate conformance with the Definition of Internal Auditing, the Code of

Ethics, relevant Generally Accepted Governmental Auditing Standards (“GAGAS”) and the International
Standards for the Professional Practice of Internal Auditing (“The Standards”).

e Audit Manager(s) will review the engagement work for projects under their direct supervision, while a
separate manager, supervisor, or assigned staff will perform specific Quality Control functions on work
not performed by or under their specificassignment.

e The internal system process, which is outlined in greater detail in the Quality Assurance and
Improvement Program Procedures will, at minimum, include:

o Review of administrative and personnel records (related to Quality Control and Continuing
Professional Education);

o Review of audit and attestation documentation, including reports;

10 IAD Quality Assurance Policy — 2021-0929-XX Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-1A-010
INTERNAL AUDIT POLICY QUALITY CONTROL & ASSURANCE
Date: 09/29/2021

o Periodic summary of findings with systemiccauses;

o Determination of corrective actions and/or improvements to engagement or quality processes;
and

o  Written report of communication of findings and timely follow-up.

e The QA function within the IAD will develop, adhere to, review and modify metrics associated with its
performance.

e The IAD will develop, adhere to, report, review, and modify metrics associated with its performance.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
Independence 3.17 - 3.108
Professional Judgment 3.109 - 3.117
Competence 4.01-4.15
Quality Control and Assurance 5.01-5.95
IIA Standards

1300 Quality Assurance and ImprovementProgram (QAIP)
1310 Requirements of the QAIP
1320 Reporting on the QAIP

1321 Use of “Conforms with the International Standardsfor the
Professional Practice of Internal Auditing”

2430 Use of “Conducted in Conformance with the International Standards for the Professional Practice of Internal
Auditing”

lIA Practice Advisories

1230 — 1 Continuing Professional Development
1300 — 1 Quality Assurance and Improvement Program
1310 — 1 Requirements of the Quality Assurance and Improvement Program

10 IAD Quality Assurance Policy — 2021-0929-XX Page 2 of 2
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FORT HOUSTON
PORT OF HOUSTON AUTHORITY Policy No. POL-IA-011
INTERNAL AUDIT POLICY CONSIDERATION OF FRAUD, WASTE AND/OR
ABUSE
Date: 09/29/2021

CONSIDERATION OF FRAUD, WASTE AND/OR ABUSE

POLICY

e The Internal Audit Division (“IAD”) evaluates the potential for the occurrence of fraud, waste and/or
abuse as part of the Assessment of Enterprise Risk Management (“ERM”):

e The IAD will inform the Audit Committee of the Port Commission (“Audit Committee”), the Port
Commission, appropriate law enforcement, Executive Director and/or other responsible officials of risks
of fraud, waste and/or abuse as part of its communications, audit planning, and engagement processes.

e The IAD develops and maintains Policies and Procedures for the Internal Audit (“IA”) Function, which
addresses considerations of fraud, waste and/or abuse and are reviewed and updated regularly as
required (generally every 2-3 years based on changes to standards that impact the IA processes).

e Each engagement includes the following specific considerations:

o Inplanning the engagement, auditors will assess risks (e.g., through discussion, research and other
means) to determine potential fraud, waste and/or abuse that would be significant within the context
of the engagement objectives;and

o Design procedures to provide reasonable assurance of detecting such fraud, waste and/orabuse.

e In demonstrating Proficiency and Competence, IAD staff will demonstrate a sufficient level of
knowledge to evaluate the risk of fraud, waste and/or abuse and the manner in which it is managed by
the organization. However, staff within the IAD is not expected to have the expertise of a person whose
primary responsibility is detecting and investigating fraud, waste and/orabuse.

e By exercising Due Professional Care and in developing audit/engagement objectives, the IAD will
specifically consider the likelihood and impact of fraud, waste and/or abuse occurrence(s).

e The IAD will avoid interference with investigations and legal proceedings in performing specific
procedures related to fraud, waste and/or abuse and will, where appropriate, assist investigators and/or
legal authorities.

e The IAD will report all suspected instances/indicators of fraud, waste, abuse and/or illegal acts to the
Executive Director, Chief Legal Officer, and the Audit Committee, unless inconsequential.

e The IAD will consider the impact of public reporting on any investigative or legal proceedings.

11 1AD Fraud Consideration Policy — 2021-0929-XX Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-I1A-011

INTERNAL AUDIT POLICY CONSIDERATION OF FRAUD, WASTE AND/OR
ABUSE
Date: 09/29/2021

e The IAD will report known or suspected fraud, waste and/or abuse directly to parties outside the entity
if, after communication from IAD:

o Management fails to satisfy legal or regulatory requirements to report such information; or

o Management fails to take timely and appropriate steps to respond to known or suspected fraud,
waste and/or abuse that is significant to findings and conclusions and involves funding received
directly or indirectly from a governmentagency.

NOTE: This does not restrict the individual auditor from reporting all potential fraud regardless of
magnitude or lack of management’s corrective actions.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
FINANCIAL AUDITS 6.09, 6.124 — 6.24, 6.44 — 6.56
ATTESTATION ENGAGEMENTS 711,715-7.18,7.21-7.27,7.40 - 7.47, 7.81
PERFORMANCE AUDITS 8.25-8.29, 8.71 - 8.76, 8.118-8.123
FRAUD REPORTING 9.40 -9.49
IIA STANDARDS
1210 - PROFICIENCY
1210.A2
1220 - DUE PROFESSIONAL CARE
1220.A1

2060 — REPORTING TO SENIOR MANAGEMENT AND THEBOARD
2120- RISKMANAGEMENT

2120.A2
2210- ENGAGEMENT OBJECTIVES

2210.A2

IIA PRACTICE ADVISORIES

1220 — 1 DUE PROFESSIONAL CARE

2060 — 1 REPORTING TO SENIOR MANAGEMENT AND THE BOARD

2120 — 1 ASSESSING THE ADEQUACY OF RISK MANAGEMENT PROCESSES
2120 — 2 MANAGING THE RISK OF THE INTERNAL AUDIT ACTIVITY

11 1AD Fraud Consideration Policy — 2021-0929-XX Page 2 of 2
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FORT HOUSTON
PORT OF HOUSTON AUTHORITY Policy No. POL-IA-012
INTERNAL AUDIT POLICY CONSIDERATION OF INFORMATION
TECHNOLOGY
Date: 09/29/2021

CONSIDERATION OF INFORMATION TECHNOLOGY

POLICY

e The Internal Audit Department (“IAD”) is to establish and maintain a function that has specific
consideration of the extent and use of Information Technology at the followinglevels:

o The organization level as it pertains to technology, including systems used to meet itsmission
and objectives in operational, compliance and financial capacities; and

o The audit/project and/or engagement level as it is embedded in the business processes that are
part of the audit objectives and within the context of the auditscope.

e To further its mission and increase efficient use of resources, the IAD utilizes automated tools.
Examples of these tools include:

o MS Excel for data analysis and some substantive audit procedures; and
o Automated Workpaper Software.

o Tothe extent the technology tools are utilized, the IAD has control over the use and access as achieved
through the use of passwords, registered users and set-up within the systems available within the
application and provided by the related vendor.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS

GENERAL STANDARDS -
TECHNICAL KNOWLEDGE 4.07-4.11
AUDIT PERFORMANCE, DOCUMENTATION, AND REPORTING 5.58

FIELDWORK STANDARDS FOR PERFORMANCE AUDITS - PLANNING

UNDERSTANDING OF INFORMATION SYSTEMS 8.38
INTERNAL CONTROL 8.49 — 8.53
INFORMATION SYSTEMS CONTROLS 8.59 - 8.67
OBTAINING SUFFICIENT AND APPROPRIATE EVIDENCE
APPROPRIATENESS 8.98
EXAMPLES OF CONTROL DEFICIENCIES 8.58
PERFORMANCE AUDIT OBJECTIVES
AUDIT OBJECTIVES RELATED TO INTERNAL CONTROL 1.24
12 1AD Information Technology Policy — 2021-0929-XX Page 1 of 2
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PORT OF HOUSTON AUTHORITY Policy No. POL-IA-012
INTERNAL AUDIT POLICY CONSIDERATION OF INFORMATION

TECHNOLOGY
Date: 09/29/2021

lIA Standards

2120
2120.A 1
2130
2130.A 1

Practice Advisories

2120-2
2130.A1-1

RISK MANAGEMENT
EVALUATING RISKEXPOSURES

CONTROL
EVALUATING ADEQUACY AND EFFECTIVENESS OF CONTROLS

MANAGING THE RISK OF THE INTERNAL AUDITACTIVITY
INFORMATION RELIABILITY ANDINTEGRITY

12 1AD Information Technology Policy — 2021-0929-XX
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PORT OF HOUSTON AUTHORITY Policy No. POL-IA-013

INTERNAL AUDIT POLICY Guidelines for Hiring Employees or Former
Employees of Independent Auditor
Date: 09/29/2021

PURPOSE AND APPLICABILITY OF POLICY

The Port of Houston Authority (“PHA”) and PHA’s Audit Firm (as defined in Note 1 of attached Exhibit
A) seek to maintain a relationship that does not impair the independence of the Audit Firm. An
important component of this relationship is a clear hiring policy with respect to the employment by
PHA of former personnel of the Audit Firm, and other persons with certain financial reporting oversight
or accounting responsibilities.

This policy does not address all circumstances in which employment matters may be relevant to the
Audit Firm’s independence. Any circumstances in which employment matters may be relevant to the
Audit Firm’s independence and which are not expressly addressed in this policy should be carefully
evaluated by the Chief Audit Officer and brought to the attention of the Audit Committee promptly so
as to avoid even the appearance of compromising the independence of the Audit Firm.

This policy shall be reviewed by the Audit Committee periodically, but no less frequently than annually,
for purposes of assuring continuing compliance with applicable law, in accordance with auditing
standards generally accepted in the United States of America, including regulations of Government
Auditing Standards issued by the Comptroller General of the United States and any other regulatory
or self-regulatory bodies.

Certain terms used in this policy are defined in Exhibit A attached hereto.
POLICY

PHA shall not employ any of the following persons (“Non-independent Persons”):

e Any former partner, principal, shareholder, or professional employee of the Audit Firm, if he
or she has a continuing financial interest in the Audit Firm or is in a position to influence the
Audit Firm’s operations or financial policies;

e Any individual who would assume a “financial reporting oversight role” (as defined in Note
2 of attached Exhibit A) at PHA, if he or she was employed by the Audit Firm and was part
of the “audit engagement team” (as defined in Note 3 of attached Exhibit A) during theone-
year period preceding the date that “audit procedures” commenced for the fiscal period that
included the date of the initial employment of the audit team member by PHA (see Note 4
of attached ExhibitA);

e Any individual who would assume an “accounting role” (as defined in Note 5 of attached
Exhibit A) or a financial reporting oversight role, who is the spouse (or equivalent), parent,
dependent, nondependent child, or sibling of a “covered person” (as defined in Note 6 of
attached Exhibit A); or

e Any other individual whose employment by PHA is prohibited by or violates the terms of the
engagement letter signed by PHA or its subsidiary with the Audit Firm;

e Unless approved by the Executive Director (which approval shall not be granted if
employment is otherwise prohibited by any of the foregoing restrictions):

() any person assuming any finance role within PHA and who was employed at
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Policy No. POL-IA-013
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Audit Firm
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the level of “senior manager” or above at the Audit Firm during any of the two
years prior to his or her prospective employment with PHA, and was part of
the audit engagement team; or

(i) any person who was employed as a partner of the Audit Firm during any of
the two years prior to his or her prospective employment with PHA, regardless
of his or her involvement with PHA'’s audit or the audit engagementteam.

In order to assist the PHA with compliance with this policy, the Chief Audit Officer shall review the
proposed hiring of any former personnel of the Audit Firm, and other persons who may be Non-
independent Persons. The Director, Human Resources shall provide the Chief Audit Officer with the
resume/CV of such persons and the job descriptions for the positions to be filled.

Oversight

The Chief Financial Officer shall provide this policy to finance personnel at PHA, to the Director,
Human Resources, and to the Chief Legal Officer of PHA, as well as to the lead partner of the Audit
Firm, not less frequently than annually. The Chief Financial Officer shall also include this policy in
PHA'’s Finance Manual.

The Chief Audit Officer shall report to the Audit Committee periodically with respect to PHA’s
employment of former personnel of the Audit Firm covered by this policy.

RELEVANT PROFESSIONAL STANDARDS AND GUIDANCE

GAGAS
INDEPENDENCE
DEFINITION 3.17 -3.25
PERSONAL IMPAIRMENTS 3.26 — 3.34, 3.59
EXTERNAL IMPAIRMENTS 3.35,3.48
ORGANIZATIONAL INDEPENDENCE
DEFINITION 3.17
EXTERNAL AUDIT 3.30-3.38, 3.61-3.34
NON-AUDIT SERVICES 3.64 - 3.84
OVERARCHING INDEPENDENCE PRINCIPLES 3.27 —3.34, 3.47
IIA STANDARDS
INDEPENDENCE AND OBJECTIVITY 1100
ORGANIZATIONAL INDEPENDENCE 1110, 1110.A1
INDIVIDUAL OBJECTIVITY 1120
IMPAIRMENTS 1130, 1130.A1, 1130.A2, 1130.C1,1130.C2

IIA PRACTICE ADVISORIES

ORGANIZATIONAL INDEPENDENCE

1110 -1

INDIVIDUAL OBJECTIVITY 1120 -1
IMPAIRMENT TO INDEPENDENCE OR OBJECTIVITY 1130 -1
INDEPENDENCE OF THE EXTERNAL ASSESSMENT 1312 -4

TEAM IN THE PUBLIC SECTOR
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EXHIBIT A

Definitions and Notes

1. PHA’s “Audit Firm” means each independent registered public accounting firm that is
required to be “independent” with respect to PHA under applicable rules and regulations, in
accordance with auditing standards generally accepted in the United States of America including
Government Auditing Standards issued by the Comptroller General of the United States and any
other applicable regulatory or self-regulatory bodies for purposes of auditing PHA’s financial
statements and the effectiveness of PHA’s internal control over financial reporting and includes the
principal auditing firm (Grant Thornton, LLP at the date of this policy), any auditing firm named in the
audit report as having been relied upon by the principal auditing firm, and any auditing firm that has
audited separate financial statements (such as Single Audit).

2. Persons in a “financial reporting oversight role” are those who exercise or who are in a
position to exercise influence over the financial statements of PHA and any person who prepares
those financial statements. All of PHA’s Port Commissioners and the following officers and other
personnel are considered to have a financial reporting oversightrole:

. Executive Director
. Chief Financial Officer
. Chief Legal Officer
. Senior Director, Treasury
. Controller
. Chief Audit Officer
3. The “audit engagement team” consists of any partner, principal, shareholder, or

professional employee of the Audit Firm participating in an audit, review, or attestation engagement
with respect to PHA, including the lead and concurring partners, and all persons who consult with
others on the audit engagement team during the audit, review, or attestation engagement regarding
technical or industry-specific issues, transactions, or events, other than any person who has provided
fewer than ten hours of audit, review, or attestation services in connection with any such engagement.

4. For purposes of this calculation, “audit procedures” are deemed to have commenced for the
current audit engagement period the day after PHA is required to file the prior year's comprehensive
annual financial report (“CAFR”) with the Municipal Securities Rulemaking Board.

5. Persons in an “accounting role” are those who are in a position to or who do, in fact, exercise
more than minimal influence over the contents of PHA’s accounting records, or anyone who prepares
them.

6. “Covered persons” comprise the audit engagement team, the chain of command (persons
who supervise or have direct management for the audit, including at all successively senior levels
through the Audit Firm’s CEO, or who evaluate the performance or recommend the compensation of
the audit engagement partner, or provide quality control or other oversight of the audit), and partners,
principals, shareholders, or managerial employees of the Audit Firm who have provided at least 10
hours of non- audit services (determined from the time the services are provided until the date of the
audit report with respect to the fiscal year during which the services were provided), or who expect to
provide at least 10 hours of non-audit services to PHA on a recurring basis.
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H. COMMERCIAL

Subject 1. Approve an amendment to the lease with Covey Transport, Inc. for
approximately 3.66 acres at Block 3, Turning Basin, to extend the term for
an additional one year, effective no earlier than October 1, 2021, at an
annual base rent of approximately $77,446.20.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve an amendment
to the lease with Covey Transport, Inc. for approximately 3.66 acres at Block 3,
Turning Basin, to extend the term for an additional one year, effective no earlier than
October 1, 2021, at an annual base rent of approximately $77,446.20, and further
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #3 - PARTNERSHIPS (Develop and Strengthen External
Partnerships)

Strategic Objective 3a. - Cultivate key relationships to accomplish common goals
STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)

Strategic Objective 4d. - Support sustainable growth of Port Houston and the
greater Port

Category:
Leases

Department:
Real Estate

Staff Contact:
R. D. Tanner

Background:

By Minute No. 2018-0626-05, the Port Commission authorized the Port Authority and Covey Transport,
Inc. to enter into a three-year lease for approximately 3.66 acres out of Block 3 at the Turning Basin. The
property is used for storage and handling of steel and non-hazardous break bulk products that cross the Port
Authority docks.

Staff Evaluation/Justification:
Staff recommends the Port Commission approve the proposed lease amendment and extension.
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H. COMMERCIAL

Subject 2. Approve an amendment to the lease with TPC Group LLC to add an
additional 1.469 acres to the 5.49 acre premises located at Sims Bayou,
effective no earlier than October 1, 2021, at an annual base rent of
approximately $2,011,134, subject to annual escalation of the greater of
3% or increase in the Consumer Price Index.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve a an amendment
to the lease with TPC Group LLC to add an additional 1.469 acres to the 5.49 acre
premises located at Sims Bayou, effective no earlier than October 1, 2021, at an
annual base rent of approximately $2,011,134, subject to annual escalation of the
greater of 3% or increase in the Consumer Price Index, and further authorize the
Executive Director to do any and all things in his opinion reasonable or necessary to
give effect to the foregoing.

Goals STRATEGIC GOAL #3 - PARTNERSHIPS (Develop and Strengthen External
Partnerships)

Strategic Objective 3a. - Cultivate key relationships to accomplish common goals
STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)

Strategic Objective 4d. - Support sustainable growth of Port Houston and the
greater Port

Category:
Leases

Department:
Real Estate

Staff Contact:
R.D. Tanner

Background:

By Minute No. 2013-1210-55, the Port Commission authorized a twenty-year lease with TPC Group LLC for
approximately 5.49 acres of upland property, including ship dock-A and barge dock-B and a private-access
road located at Sims Bayou. The property is used for construction, repair, management, and operation of a
liquid bulk terminal.

On June 13, 2018, the M/V YOCHOW collided with the barge OSG 243 (which was alongside ship dock-A),
which in turn caused the OSG 243 to ram into and damage ship dock-A. This amendment to the lease is
intended to add additional land to the leased premises to permit TPC Group LLC to construct a new bulkhead
for the expansion of ship dock-A berthing area and a new ship dock. The construction and expansion of the
ship dock-A is required by the Houston Pilots and is intended to minimize future ship/dock collisions.

The expansion acreage is included in the real property exchange between the Port Authority and Houston
Refining LP (a wholly owned subsidiary of LyondellBasell Industries N.V.) previously approved by the Port
Commission.

Staff Evaluation/Justification:

Staff recommends the Port Commission approve the proposed lease amendment to add an additional 1.469
acres of land to the existing 5.49 acres of leased premises.
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H. COMMERCIAL

Subject

Meeting
Access
Type

Recommended Action

Goals

Category:
Leases

Department:
Real Estate

Staff Contact:
R.D. Tanner

Background:

3. Approve an amendment to the lease with The Lubrizol Corporation, for
approximately 2.09 acres of land in the George M. Patrick Survey, A-624 to
extend the term for five years, effective no earlier than November 1, 2021,
at an annual base rent of approximately $54,536.04, subject to annual
escalation of the greater of 3% or increase in the Consumer Price Index.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Public
Action

The Port Commission, at its September 28, 2021 meeting, approve an amendment
to the lease with The Lubrizol Corporation, for approximately 2.09 acres of land in
the George M. Patrick Survey, A-624 to extend the term for five years, effective no
earlier than November 1, 2021, at an annual base rent of approximately $54,536.04,
subject to annual escalation of the greater of 3% or increase in the Consumer Price
Index, and further authorize the Executive Director to do any and all things in his
opinion reasonable or necessary to give effect to the foregoing.

STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Strategic Objective 2b. - Drive development of landside infrastructure and inland
distribution networks

STRATEGIC GOAL #3 - PARTNERSHIPS (Develop and Strengthen External
Partnerships)

Strategic Objective 3a. - Cultivate key relationships to accomplish common goals
STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)

Strategic Objective 4d. - Support sustainable growth of Port Houston and the
greater Port

By Minute No. 2016-1025-11, the Port Commission authorized a five-year lease term with The Lubrizol
Corporation, a wholly owned subsidiary of Berkshire Hathaway for approximately 2.09 acres of land, which
includes 12,720 sq. ft. (0.29 of an acre) improved with a rail spur off Tidal Road and 1.8 acres out of
Southside Main Line Railroad right-of-way in the George M. Patrick Survey, A-624. The property is used
for loading and shipping of tank cars holding permitted hazardous and non-hazardous substances, including
flammables, combustible, toxic, petroleum products, and other hydrocarbons, railroad siding for switching
rail cars, transfer of rail cars, and parking for switch engine locomotives.

Staff Evaluation/Justification:
Staff recommends the Port Commission approve the proposed lease amendment and extension.
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H. COMMERCIAL

Subject

Meeting
Access
Type

Recommended Action

Goals

Category:
Leases

Department:
Real Estate

Staff Contact:
R.D. Tanner

Background:

4. Approve a third amendment to the lease with American Maritime Services
of N.J., Inc. d/b/a Integrated Industries Corp. for approximately 10.49
acres located at Barbours Cut Terminal, to extend the term for one year,
effective no earlier than October 1, 2021, at an annual base rent of
$451,333.93.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Public
Action

The Port Commission, at its September 28, 2021 meeting, approve a third
amendment to the lease with American Maritime Services of N.J., Inc. d/b/a
Integrated Industries Corp. for approximately 10.49 acres located at Barbours Cut
Terminal, to extend the term for one year, effective no earlier than October 1, 2021,
at an annual base rent of $451,333.93, and further authorize the Executive Director
to do any and all things in his opinion reasonable or necessary to give effect to the
foregoing.

STRATEGIC GOAL #3 - PARTNERSHIPS (Develop and Strengthen External
Partnerships)

Strategic Objective 3a. - Cultivate key relationships to accomplish common goals
STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)

Strategic Objective 4d. - Support sustainable growth of Port Houston and the
greater Port

By Minute No. 2018-0925-12, the Port Commission authorized a three-year lease with American Maritime
Services of N.J., Inc. d/b/a Integrated Industries Corp., with an option to extend for an additional five years
upon mutual agreement, for approximately 6.21 acres of improved property and 0.243 acres of non-
exclusive access road at Barbours Cut Terminal. The property is used for maintenance and repair of
containers and chassis.

By Minute No. 2019-0521-12, the Port Commission authorized a first amendment to increase leased
premises by approximately 4.77 acres for a total of approximately 11.22 acres.

By Minute No. 2020-04-28, the Port Commission authorized a second amendment to reduce the leased
premises by 0.73 acres for a total of approximately 10.49 acres.

The proposed third amendment would extend the term by one year and remove the five-year mutual

extension option.

Staff Evaluation/Justification:
Staff recommends the Port Commission approve the proposed lease amendment and extension.
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H. COMMERCIAL

Subject

Meeting
Access
Type

Recommended Action

Goals

Category:
Leases

Department:
Real Estate

Staff Contact:
R.D. Tanner

Background:

By Minute No. 2018-1218-11, the Port Commission authorized a twenty-five-year lease with Dixie Cullen
Interests, Inc. (Dixie Cullen) for approximately 10.402 acres. The property is used for the warehousing of

5. Approve a second amendment to the lease with Dixie Cullen Interests,
Inc. for approximately 10.402 acres, to extend the Phase II Construction
Period for an additional twelve months from the current expiration date of
December 31, 2021, effective no earlier than October 1, 2021, at an annual
base rent of approximately $300,000, subject to annual escalation of the
greater of 3% or the increase in the Consumer Price Index.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Public
Action

The Port Commission, at its September 28, 2021 meeting, approve a second
amendment to the lease with Dixie Cullen Interests, Inc. for approximately 10.402
acres, to extend the Phase II Construction Period for an additional twelve months
from the current expiration date of December 31, 2021, effective no earlier than
October 1, 2021, at an annual base rent of approximately $300,000, subject to
annual escalation of the greater of 3% or the increase in the Consumer Price Index,
and further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Strategic Objective 2b. - Drive development of landside infrastructure and inland
distribution networks

STRATEGIC GOAL #3 - PARTNERSHIPS (Develop and Strengthen External
Partnerships)

Strategic Objective 3a. - Cultivate key relationships to accomplish common goals
STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)

Strategic Objective 4d. - Support sustainable growth of Port Houston and the
greater Port

general cargo, heavy industrial storage services, export packaging, shipping, receiving, and containerizing.

Construction of a new warehouse was scheduled to commence October 2019. Due to numerous unexpected
issues and delays in the pre-construction period including in connection with permitting and the COVID-19
pandemic, the initial Phase II Construction Period of eighteen months was previously amended to extend it

an additional fifteen months.

With the ongoing permitting delays and continuing pandemic impacts, the tenant has now requested that the

Phase II Construction

Period be extended for an additional twelve months.
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The monthly base rent increased from $15,061.79, during partial operations/construction period, to

$25,000, the full operations period, as of October 2020, when the proposed new warehouse was scheduled
to be completed.

Dixie Cullen is only requesting an extension to the Phase II Construction Period and no adjustment to the
rent schedule; it has been paying the full operations rent rate as scheduled. Dixie Cullen has already
invested nearly $150,000 in engineering and re-engineering work for the proposed warehouse and staff
understands and is committed to completing this task.

Staff Evaluation/Justification:
Staff recommends the Port Commission approve the proposed lease amendment and extension.
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I. FINANCE

Subject 1. Award a three-year contract to AndCo Consulting LLC, to provide
investment consulting services for the Port of Houston Authority Restated
Retirement (Pension) Plan, the Other Post-Employment Benefit (OPEB)
Plan, an irrevocable trust established for other post-employment benefits,
the Defined Contribution 401(a) Plan, and the Deferred Compensation
457(b) Plan, in an amount not to exceed $467,500.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, award a three-year
contract to AndCo Consulting LLC, to provide investment consulting services for the
Port of Houston Authority Restated Retirement (Pension) Plan, the Other Post-
Employment Benefit (OPEB) Plan, an irrevocable trust established for other post-
employment benefits, the Defined Contribution 401(a) Plan, and the Deferred
Compensation 457(b) Plan, in an amount not to exceed $467,500, and further
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)
Category:

Awards, Amendments & Change Orders

Department:

Treasury

Staff Contact:
Roland Gonzalez

Background:

In accordance with the investment policies for the Pension Plan, OPEB Plan, Defined Contribution 401(a)
Plan, and Deferred Compensation 457(b) Plans, the Port Authority engages a consultant to, among other
things, assist with (i) review of asset allocation and investment policy matters, (ii) selecting and monitoring
investment managers, (iii) annual review of the Pension Plan Funding policy, (iv) measuring and evaluating
investment performance, (v) preparing Investment Practices and Performance Reporting (as required by
SB322) every three years beginning in 2020, and (vi) providing investment consulting services related to the
Port Authority’s Defined Contribution 401(a) Plan and the Deferred Compensation 457(b) Plan.

By Minute No. 2014-0923-16, the Port Commission awarded a five-year contract to Gregory W Group (later
named AndCo Consulting, LLC following merger and name change) for investment consulting services related
to the Pension Plan and the OPEB Plan, with options to renew for two additional one-year periods.

By Minute Nos. 2019-0729-18 and 2020-0730-14, the Port Commission approved one-year extensions of the
contract with AndCo Consulting LLC for investment advisory services related to the Pension Plan, the OPEB
Plan, Defined Contribution 401(a) Plan and the Deferred Compensation 457(b) Plan. The contract soon
expires.

The Port Authority notified vendors regarding its request for proposals (RFP) for retirement plans investment
consulting services, using the Port Authority’s BuySpeed Eprocurement System. The project was advertised
on the Port Authority’s website and in a local newspaper. Pension and Investments reported the solicitation in
its May 28, 2021 publication. One hundred and eleven vendors received notifications, nine vendors
downloaded the solicitation, and four vendors submitted proposals by the published deadline of June 23,
2021.
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Staff Evaluation/Justification:

On June 23, 2021, responses were received and opened, and were reviewed and evaluated by staff in
accordance with the selection criteria published in the RFQ. The following four vendors responded to the
solicitation for retirement plan investment consulting services:

¢ AndCo Consulting, LLC

¢ Champion Capital Research, Inc

¢ Qualified Plan Advisors

e USB Institutional Consulting Group

Staff recommends, and the Pension and Benefit Committee concurs, that the Port Commission award AndCo
Consulting, LLC a new three-year contract, for retirement plan investment consulting services for the
Pension Plan, OPEB Plan, Defined Contribution 401(a) Plan, and Deferred Compensation 457(b) Plan at a
total cost not to exceed $467,500 for the three-year period, and act as otherwise described above.
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I. FINANCE

Subject 2. Approve adoption and execution of resolutions, agreements, and
documents to give effect to a new $100,000,000 Third Lien Variable Rate
Revolving Note Program with Truist Bank and affiliates, including
authorization to (a) draw under such financing, (b) incur borrowings
thereunder, (c) incur rating agency fees, commitment fees, paying agent
fees, financial advisory fees, and other costs relating to the program
(Costs) in an amount not to exceed $1,500,000 for the period through
November 30, 2026, and (d) in addition to the Costs, incur applicable
interest costs relating to borrowings thereunder.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve adoption of
resolutions, agreements, and documents to give effect to a new $100,000,000 Third
Lien Variable Rate Revolving Note Program with Truist Bank and affiliates, including
authorization to (a) draw under such financing, (b) incur borrowings thereunder, (c)
incur rating agency fees, commitment fees, paying agent fees, financial advisory
fees, and other costs relating to the program (Costs) in an amount not to exceed
$1,500,000 for the period through November 30, 2026, and (d) in addition to the
Costs, incur applicable interest costs relating to borrowings thereunder, and further
authorize the Chairman of the Port Commission and the Executive Director to do any
and all things reasonable or necessary, in the opinion of either person, to give effect
to the foregoing.

Goals STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)

Category:
General

Department:
Treasury

Staff Contact:
Roland Gonzalez/Tim Finley

Background:

By Minute No. 2014-0624-25, the Port Commission approved a Master Resolution and First Supplemental
Resolution establishing and authorizing the Port of Houston Authority Financing System, i.e. a proposed
$300,000,000 Flexible Rate Revolving Note Program and other matters relating thereto, including
presentation of documents and agreements to the Texas Attorney General’s office for review and approval in
compliance with statutory requirements.

By Minute No. 2015-0519-18, the Port Commission approved resolutions, agreements, and documents
necessary to give effect to the $300,000,000 Flexible Rate Revolving Note Program. The Note Program
closed on September 3, 2015, with Bank of America Merrill Lynch as agent, and Branch Banking and Trust
Company, Capital One, Regions Bank, Frost Bank, and Trustmark National Bank as lenders, for a three-year
term expiring on September 2, 2018.

By Minute No. 2018-1113-03, the Port Commission approved resolutions, agreements, and documents

necessary to give effect to a new $100,000,000 Senior Lien Variable Rate Revolving Note Program. The Note
Program closed on December 4, 2018, with Regions Bank as Lender.
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At that time the Port Commission also adopted an updated Master Resolution Establishing a Financing
System; Authorizing the Issuance of Port of Houston Authority Senior Lien Obligations and Junior Lien
Obligations, dated as of November 13, 2018 (the “Prior Master Resolution”).

There are no obligations currently outstanding under the existing program.

Staff Evaluation/Justification:

To enable the Port Authority to issue revenue bonds for financing a portion of its share of Project 11
construction costs, the existing Master Resolution, must be amended to include a new lien structure (and the
Senior Lien Variable Rate Revolving Note Program will terminate). These provisions of the Master Resolution
will be effective concurrently with the earlier of A) the closing of the new $100,000,000 Third Lien Variable
Rate Revolving Note Program with Truist Bank or B) the first Obligations (as defined in the Master
Resolution) issued under the Master Resolution.

Along with the Port Commission’s adoption of a new Master Resolution, Staff also recommends establishing a
new $100,000,000 Third Lien Variable Rate Revolving note Program, with Truist Bank and affiliates, as
lenders for a five-year term, to provide capacity to the Port Commission to award capital projects and for
other purposes.

Bracewell, LLP has drafted a new Master Resolution, a new First Supplemental Resolution, nhew agreements,
and other documents for the new Note Program, and with the Port Commission’s approval hereunder, would
present them to the Texas Attorney General’s office for review and approval in accordance with statutory
requirements.

Staff recommends the Port Commission approve execution and adoption of resolutions, agreements, Costs

and documents necessary to give effect to a new $100,000,000 Third Lien Variable Rate Revolving Note
Program with Truist Bank and affiliates, as lenders, as referenced above.
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I. FINANCE

Subject 3. Adopt a revised Investment Policy for Port Authority funds, including
operating, construction, debt service, and bond reserve funds, and approve
the Port Authority’s revised Internal Controls for Investments.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, adopt a revised
Investment Policy for Port Authority funds, including operating, construction, debt
service, and bond reserve funds, and approve the Port Authority’s revised Internal
Controls for Investments as set forth in Exhibit "A," and further authorize the
Executive Director to do any and all things in his opinion reasonable or necessary to
give effect to the foregoing.

Goals STRATEGIC GOAL #4 - STEWARDSHIP (Create Greater Value for the Region)

Category:
General

Department:
Treasury

Staff Contact:
Roland Gonzalez/David DelLoach

Background:

In accordance with Chapter 2256 of the Texas Government Code (Public Funds Investment Act), the Port
Commission shall review the Port Authority’s investment policy and investment strategies not less than
annually and shall adopt a written instrument or resolution stating that it has reviewed the investment policy
and investment strategies and that the written instrument so adopted shall record any changes made to
either the investment policy or investment strategies.

By Minute No. 2020-0520-16, the Investment Policy, investment strategies, and Internal Controls for
Investments were last reviewed and approved by the Port Commission.

The amendments to the Investment Policy and Internal Controls for Investments were reviewed during the
July 27, 2021 Audit Committee meeting and approved for recommendation to the Port Commission for its
adoption at the September 28, 2021 Port Commission Meeting.

Staff Evaluation/Justification:

The Investment Policy, investment strategies and Internal Controls for Investments have been reviewed by
(a) Port Authority staff, (b) Hilltop Securities Asset Management, the Port Authority’s investment advisor, and
(c) the Audit Committee of the Port Commission.

The proposed amendments comply with the requirements of the Public Funds Investment Act, as amended.
The amendments are listed below:

Section 3.4 Solicitation of Offers or Bids (c)

Supplemented the "Competitive bids are not required" discussion by adding the purchase of new issue
municipal securities on a "bid wanted basis" and that "the investment officer will provide alternative
documentation to ensure a competitive market level was obtained.”

Section 3.5. Certifications from Sellers of Investments
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Clarified the Certification from Sellers process will continue to include broker-dealers regardless if they are
excluded from the definition of “business organization.”

Exhibit “C"
Added several firms and updated names of banks and broker-dealers for all corporate name changes and
bank mergers.

There are no other changes proposed to the Investment Policy, investment strategies, or Internal Controls
for Investments.

The Audit Committee and Port Authority staff recommends adoption of the revised Investment Policy, which
includes the investment strategies, and approval of the Internal Controls for Investments, as proposed.
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INVESTMENT POLICY

This Investment Policy (the “Policy”) is adopted by the Port Commission, as the
governing body of the Port of Houston Authority of Harris County, Texas (the “Authority’)
effective September 28, 2021, pursuant to Chapter 2256 of the Texas Government Code, as
amended (the “Public Funds Investment Act” or the “Act”).

ARTICLE I
PURPOSE AND SCOPE

Section 1.1. Purpose

This Policy with respect to Authority investments has been adopted to establish policies
and procedures that enhance opportunities for a prudent and systematic investment of Authority
funds. This Policy statement intends to emphasize the guiding principles of the Authority’s
investment program and provide for compliance with all statutes, rules, and regulations
governing the investment of public funds.

The initial step toward a prudent investment policy is to organize and formalize
investment-related activities. Related activities which comprise good cash management
generally include accurate cash projections, the expeditious collection of revenue, the control of
disbursements, cost-effective banking relations, and a borrowing program which coordinates
working capital requirements and investment opportunity. In concert with these requirements are
the many facets of an appropriate and secure investment program. The funds of the Authority
shall be invested and secured in compliance with the various provisions of Texas law, including
the Public Funds Investment Act. This Policy will also specify the scope of authority of the
Investment Officer and Authority Designees (as defined herein) who are responsible for the
investment of Authority funds.

Section 1.2. Scope

This Policy shall apply to the Authority’s general operating funds, debt service funds,
construction funds, capital projects funds, bond reserve funds, and such other funds as
determined necessary or desirable by the Commission. Article V of this Policy outlines the
investment strategies to be employed for the particular funds currently approved.

Such funds may be managed as a pooled fund group, as defined in Section 2256.002(9) of
the Act, or as separately invested assets, as defined in Section 2256.002(12) of the Act. The
latter may include trust or escrow funds best managed as separate accounts.

This Policy shall not apply to defined benefit (pension) funds, defined contribution
(Internal Revenue Code, Section 401) funds, deferred compensation (Internal Revenue Code,
Section 457) funds, funds set aside for other post-employment benefits, and such other funds as
specified in Section 2256.004 of the Act (“Exempt Funds™).
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ARTICLE 1T
DEFINITIONS

Section 2.1. Definitions

Unless the context requires otherwise, the following terms and phrases used in this Policy
shall mean the following:

A.

“Act” means Chapter 2256, Texas Government Code, as amended from time to
time.

“Authority Designees” means the Commissioners, officers, and Employees of
the Authority authorized to handle investments for the Authority, and such other
persons, political subdivisions or business entities that may be engaged and
authorized to handle investments for the Authority. Exhibit “A” attached hereto
sets forth the current list of Authority Designees which may be amended from
time to time by action of the Port Commission or the Executive Director of the
Authority.

“Authorized Collateral” means any security with which Authority funds may be
secured under Chapter 2257, Texas Government Code.

“Authorized Investment” means any security in which the Authority is
authorized to invest under Chapter 2256, Texas Government Code.

“Collateral” means any security or other obligation which the Authority
authorizes to serve as security for the deposit of Authority funds in Article IV
hereof.

“Commission” means the Port Commission of the Authority.
“Commissioner” means a person appointed to serve on the Commission.
“Employee” means any person employed by the Authority, but does not include
independent contractors or professionals hired by the Authority as outside
consultants, nor does it include employees of other entities who may be appointed

as Authority Designees.

“Investment Officer” means those Employees appointed from time to time by
the Authority to handle the investment and reinvestment of Authority funds.

“Primary Bank” means the Authority’s current depository bank or another
financial institution as may be designated by the Commission or the Authority

from time to time.

“Public Funds Collateral Act” means Chapter 2257, Texas Government Code,
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as amended from time to time.

L. “Public Funds Investment Act” means Chapter 2256, Texas Government Code,
as amended from time to time.

ARTICLE III
INVESTMENT OFFICER

Section 3.1. Investment Officer

Section 2256.005(f) of the Act specifies that an “investing entity shall designate, by rule,
order, ordinance, or resolution, as appropriate, one or more officers or employees ... as
investment officer to be responsible for the investment of its funds consistent with the investment
policy adopted by the entity.”

The Authority hereby appoints the Director, Treasury of the Authority to serve as
Investment Officer to handle the investment of Authority funds. The Authority’s Treasury
Manager, Controller, and the Chief Financial Officer are each authorized to act as Investment
Officer for the Authority in the absence of the Investment Officer or when the Investment Officer
is unavailable. The Investment Officer shall be responsible for investing Authority funds in
accordance with this Policy and in compliance with the standard of care specified in Section
2256.006 of the Act.

The Investment Officer shall invest the Authority’s funds as provided in Article IV using
the judgment and care, under circumstances then prevailing, that persons of prudence, discretion,
and intelligence exercise in the management of their own affairs, not for speculation, but for
investment. The standard of prudence to be used by the Investment Officer shall be the “prudent
person,” and shall be applied in the context of managing an overall portfolio. The Investment
Officer and Authority Designees (1) acting in accordance with this Policy and any written
procedures approved by the Commission, and (2) exercising due diligence, shall be relieved of
personal responsibility for an individual security’s credit risk or market price changes, provided
that deviations from expectation are reported in a timely fashion and appropriate action is taken
to control adverse developments.

Section 3.2. Training

In order to better provide for quality and capability of investment management pursuant
to Section 2256.005(b)(3) of the Act, the Investment Officer and each Authority Designee listed
on Exhibit “A” attached hereto shall attend periodic investment training sessions, courses, and
seminars as required by Section 2256.008 of the Public Funds Investment Act.

A. Within 12 months after assuming duties, the treasurer, chief financial officer, the
Investment Officer and each Authority Designee listed on Exhibit “A” attached
hereto shall attend a training session relating to the person’s investment
responsibilities and receive not less than 10 hours of instruction.
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B. On an ongoing basis, the treasurer, chief financial officer, the Investment Officer
and each Authority Designee listed on Exhibit “A” attached hereto shall receive
not less than 10 hours of instruction in each subsequent two-year period which
begins on the first day of the Authority’s fiscal year and consists of the two
consecutive fiscal years after that date.

C. Training must include education in investment controls, security risks, strategy
risks, market risks, diversification of investment portfolio, and compliance with
the Public Funds Investment Act.

D. Training must be provided by the Government Finance Officers Association,
Government Finance Officers Association of Texas, Government Treasurers’
Organization of Texas, Texas Municipal League, Government Investment
Officers Association, University of North Texas — Center for Public
Management, Texas State University — William P. Hobby Center for Public
Service, Texas Association of Counties, County Treasurers’ Association of
Texas, North Central Texas Council of Governments, or another independent
source approved by the Commission.

Section 3.3. Disclosures of Relationships with Persons Selling Investments to the Authority

In order to avoid conflicts of interest and promote lawful and ethical behavior in the
Authority’s investment management, the Investment Officer, the Authority Designees, and any
person who assists the Investment Officer or Authority Designees with their duties hereunder
shall disclose in writing any personal business relationship or relationship within the second
degree by affinity or consanguinity to any individual seeking to sell an investment to the
Authority as required by Section 2256.005(i) of the Public Funds Investment Act. Such
disclosure statement shall be filed with the Commission and the Texas Ethics Commission.

Section 3.4. Solicitation of Offers or Bids

In order to achieve the best value for the Authority, at least three competitive offers or
bids shall be solicited and received orally, in writing, electronically or in any combination of
those methods with respect to individual security purchases or sales. Competitive bids are not
required (a) in cases where an agreement is reached with a particular issuer to sell back a security
and purchase a similar instrument from the same issuer (e.g., swapping a commercial paper
investment with the issuer to extend the maturity), (b) for investments in money market mutual
funds, investment pools and regular cash deposits at the Authority’s depository banks, as well as
(c) for U.S. Treasury, agency, or municipal securities purchased as new issues or on a bid wanted
basis. In cases where competitive bids/offers are not obtained, the investment officer will
provide alternative documentation to ensure a competitive market level was obtained.

In situations where the exact security is not offered by other broker-dealers, offers on the
closest comparable investment may be used to establish a fair market price for the security. In the
case of a certificate of deposit purchase, at least two other offers should be solicited to provide a
comparison. When few, if any, institutions wish to participate in such competitive bids, then the
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Authority Designees may use another authorized investment of similar maturity for evaluation
purposes. The Investment Officer may approve exceptions to this process on a case by case
basis, and shall document such exceptions in writing.

Section 3.5. Certifications from Sellers of Investments

In accordance with Section 2256.005(k) of the Public Funds Investment Act, the
Investment Officer, with the assistance of Authority Designees as requested by the Investment
Officer,

(1) shall present this Policy to any business organization offering to engage in an
investment transaction with the Authority, and

(i1) shall obtain from such business organization a certificate in substantially the form
attached hereto as Exhibit “B,” signed by a qualified representative of the
business organization.

For purposes of Sections 2256.005(k) and 2256.005(1) of the Act, the term “business
organization” refers to an investment pool or investment management firm under contract with
an investing entity to invest or manage the entity’s investment portfolio that has accepted
authority granted by the entity under the contract to exercise investment discretion in regard to
the investing entity’s funds.

The Investment Officer, with the assistance of Authority Designees as requested by the
Investment Officer,

(i) shall present this Policy to any broker-dealer offering to engage in an investment
transaction with the Authority, and

(i1) shall obtain from such broker-dealer a certificate in substantially the form
attached hereto as Exhibit “B,” signed by a qualified representative of the broker-
dealer.

The term “broker-dealer” refers to a financial firm that is not a business organization, but
proposes or may propose to the investment entity one or more investments for the entity’s funds.

The certificate should document such business organization’s or broker-dealers’ receipt,
review, and understanding of this Policy, reflect that it has implemented reasonable procedures
and controls to preclude investment transactions conducted between such party and the Authority
that are not authorized by this Policy, and reflect its agreement to review the terms and
characteristics of any proposed investment to ensure that the investment complies with the
requirements of the Public Funds Investment Act and with this Policy. No investment shall be
purchased or otherwise obtained from a business organization or broker-dealer prior to the
receipt of such a certificate in accordance with Section 2256.005(1) of the Act.
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Section 3.6. Reporting by the Investment Officer

Pursuant to Section 2256.023 of the Act, not less than quarterly and within a reasonable
time after the end of the period reported, the Investment Officer with the help of Authority
Designees shall prepare and submit to the Commission and the Executive Director of the
Authority a written report of the investment transactions for all funds of the Authority for the
preceding reporting period.

The report must (1) describe in detail the investment position of the Authority on the date
of the report, (2) be prepared jointly by all the Investment Officers of the Authority, if the
Authority appoints more than one, (3) be signed by all Investment Officers, (4) contain a
summary statement of each pooled fund group that states the beginning and ending book and
market values and fully accrued interest for the reporting period, (5) state the book value and the
market value of each separately invested asset at the end of the reporting period by the type of
asset and fund type invested, (6) state the maturity date of each separately invested asset that has
a maturity date, (7) state the Authority fund for which each individual investment was acquired,
and (8) state the compliance of the investment portfolio as it relates to this Policy, including the
investment strategies contained herein, and the Public Funds Investment Act. The market values
and credit ratings of the Authority’s investments shall be obtained from a reliable outside source
(e.g., Bloomberg L.P., International Data Corporation (IDC), a custodian bank, etc.) which has
access to investment market values and credit ratings.

The quarterly investment reports shall also be provided to the Authority’s independent
auditor at least annually, as required by Section 2256.023(d) of the Act. The auditor should
review these reports in connection with its annual examination of the Authority’s financial
statements in accordance with generally accepted auditing standards. The results of such reviews
and examinations should be reported to the Commission by the independent auditor.

Section 3.7. Assistance with Investment Procedures

The Authority may contract with investment managers to assist in the purchase and sale
of investment securities. In addition, the Authority may hire investment advisors to assist in the
selection of investment managers and mutual funds, assess market and security risks, provide
compliance reports and evaluate manager performance. Such engagements shall comply with
Sections 2256.003(b) and 2256.003(c) of the Act. Investment advisors must be registered with
the Securities and Exchange Commission (“SEC”) under the Investment Advisers Act of 1940,
as well as with the Texas State Securities Board.

Section 3.8. Settlement Basis

All purchases of investments, except investments in bank deposits, certificates of deposit,
local government investment pools or in mutual funds, shall be made on a delivery versus
payment (“DVP”) basis, pursuant to Section 2256.005(b)(4)(E) of the Act, through a custodian
bank. The safekeeping entities and custodians for all Authority investments and for all Collateral
pledged to secure Authority funds shall be selected by the Investment Officer from the list of

-8-
82



approved financial institutions at which the Authority’s accounts may be maintained. The
current list is attached hereto as Exhibit “C”.

ARTICLE IV
INVESTMENT OBJECTIVES

Section 4.1. Provisions Applicable to All Funds

This Policy shall apply to all funds under the direct control of the Authority except for
Exempt Funds.

Section 4.2. Objectives

A.

In accordance with Sections 2256.005(b)(2) and 2256.005(b)(3) of the Act, this
Policy must “primarily emphasize safety of principal and liquidity” and “address
investment diversification, yield, and maturity.”

Accordingly, the Authority’s general objectives in investing its funds, listed in
the order of importance, are:

(1) Preservation and safety of principal;

(i1) Suitability of the investment for the financial requirements of the
Authority;

(i)  Liquidity;

(iv)  Marketability of the investment, if the need arises to liquidate the
investment before maturity;

v) Diversification of the investment portfolio; and

(vi)  Yield, without compromising the first five objectives.

Safety of principal is the foremost objective of the Authority. Each investment
transaction shall seek first to ensure that capital losses are avoided, whether from
securities defaults or erosion of market value.

Investment decisions should also favor stability of principal over income.

The Authority’s investment portfolio shall be structured so as to be sufficiently
liquid to enable the Authority to meet all operating requirements which might be
reasonably anticipated. This need for investment liquidity may be tempered to
the extent that the Authority is allowed and able to borrow under a short-term
basis to meet its operating requirements if needed, taking into consideration the
net cost to the Authority.
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K.

The investment portfolio shall be designed to attain a benchmark rate of return as
defined in Article V for each fund throughout budgetary and economic cycles,
taking into account the Authority’s investment risk constraints, the cash flow
characteristics of the portfolio, and state laws that restrict the placement of
Authority funds.

Investments shall be made in a manner that avoids incurring unreasonable and
avoidable risks regarding specific security types or individual financial
institutions.

No investments shall be made for the purpose of trading or speculation, such as
anticipating an appreciation of capital through changes in market interest rates.

All Authority Designees shall undertake in the investment process to act
responsibly as custodians of the public trust. Authority Designees shall avoid any
transaction that might impair public confidence in the Authority’s ability to
operate effectively. The Investment Officer shall recognize that the investment
portfolio is subject to public review and evaluation. The overall program of
managing the Authority’s funds shall be designed and managed with a degree of
professionalism that is worthy of public trust. Nevertheless, the Commission
recognizes that in a diversified portfolio, occasionally losses may occur and must
be considered within the context of the overall portfolio’s investment return,
provided that adequate diversification has been implemented.

The Authority may utilize, when appropriate, portfolio management techniques
such as swaps and forward purchase agreements in order to enhance yields,
provided that safety of principal is given first consideration.

The Authority as a general objective plans to hold investments to maturity while
protecting principal and obtaining the highest bond equivalent yield possible at
the date of investment, and not to devote substantial efforts to earn profit on
investment market fluctuations. Investments shall be purchased because of their
interest yield expectations over their remaining life rather than for speculative
purposes.

Pooling of fund groups for the purposes of investment is approved and allowed.

Section 4.3. Authorized Investment Instruments

In compliance with Section 2256.005(b)(4) of the Act, this Policy specifies that funds of
the Authority may only be invested in the following, except where more restrictive bond
covenants apply, in which case such funds shall be invested in compliance with the applicable
bond covenants:
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Obligations, including letters of credit, of the U.S. or its agencies and
instrumentalities, including the Federal Home Loan Banks.

Direct obligations of the State of Texas or its agencies and instrumentalities.

Other obligations the principal and interest of which are unconditionally
guaranteed or insured by or backed by the full faith and credit of the State of
Texas or the U.S. or their respective agencies and instrumentalities, including
obligations that are fully guaranteed or insured by the Federal Deposit Insurance
Corporation (“FDIC”) or by the explicit full faith and credit of the United States.

Obligations of states, agencies, counties, cities, and other political subdivisions of
any state rated as to investment quality by a nationally recognized investment
rating firm not less than “A” or its equivalent.

Collateralized mortgage obligations directly issued by a federal agency or
instrumentality of the U.S., the underlying security for which is guaranteed by an
agency or instrumentality of the U.S. and that, as described under Section
2256.009(b) of the Act, are not:

(1) obligations whose payment represents the coupon payments on the
outstanding principal balance of the underlying mortgage-backed security
collateral and pays no principal (“lO’s”); or

(i1) obligations whose payment represents the principal stream of cash flow
from the underlying mortgage-backed security collateral and bears no
interest (“PO’s”); or

(iii))  collateralized mortgage obligations that have a stated final maturity date
of greater than 10 years; or

(iv)  collateralized mortgage obligations, the interest rate of which is
determined by an index that adjusts opposite to the changes in the market
index (inverse floaters).

Certificates of deposit that meet the requirements of Section 2256.010(a) of the
Public Funds Investment Act, namely, certificates of deposit issued by a
depository institution that has its main office or branch office in this State and
that are:

(1) guaranteed or insured by the FDIC or its successor or the National Credit
Union Share Insurance Fund or its successor;

(i1) secured by obligations that are described by Section 2256.009(a) of the
Act, including mortgage-backed securities directly issued by a federal
agency or instrumentality that have a market value of not less than the
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principal amount of the certificates, but excluding those mortgage backed
securities of the nature described by Section 2256.009(b) of the Act; or

(iii))  secured in accordance with Chapter 2257, Texas Government Code, or in
any other manner and amount provided by law for deposits of the
Authority.

Certificates of deposit that meet the requirements of Section 2256.010(b) of the
Public Funds Investment Act, namely:

(1) the funds are invested through: (A) a broker that has its main office or a
branch office in this State as selected by the Investment Officer from
Exhibit “C”, the list of approved financial institutions adopted by the
Authority as required by Section 2256.025; or (B) a depository institution
that has its main office or a branch office in this State as selected by the
Investment Officer;

(i1))  the broker or the depository institution selected by the Investment Officer
arranges for the deposit of the funds in certificates of deposit in one or
more federally insured depository institutions, wherever located, for the
account of the Authority;

(ii1))  the full amount of the principal and accrued interest of each of the
certificates of deposit is insured by the United States or an instrumentality
of the United States; and

(iv)  the Investment Officer appoints the depository institution, an entity
described by Section 2257.041(d) of the Public Funds Collateral Act, or a
clearing broker-dealer registered with the Securities and Exchange
Commission and operating pursuant to Securities and Exchange
Commission Rule 15¢3-3 (17 C.F.R. Section 240.15¢3-3) as custodian for
the Authority with respect to the certificates of deposit issued for the
account of the Authority secured in any other manner and amount
provided by law for deposits of the Authority.

Fully collateralized repurchase agreements as authorized by the Public Funds
Investment Act under a master repurchase agreement which includes appropriate
provisions regarding delivery, substitution, margin maintenance, margin amounts,
seller representations, and governing law.

Commercial paper with a stated maturity of 365 days or fewer from the date of
issuance as authorized by Section 2256.013 of the Public Funds Investment Act.
All commercial paper purchased must be rated not less than “A-1”, “P-1”, or the
equivalent by at least two nationally recognized credit rating agencies or must be
rated at least “A-1", “P-1” or the equivalent by at least one nationally recognized
credit rating agency and be fully secured by an irrevocable letter of credit issued
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by a bank organized and existing under the laws of the United States or any state
thereof. Commercial paper may be purchased directly from issuers or through
banks or broker-dealers, as approved and listed on Exhibit “C”.

No-load money market mutual funds (i) registered with and regulated by the
SEC, (i1) that provide the investing entity with a prospectus and other information
required by the Securities Exchange Act of 1934 (15 U.S.C. Section 78a et seq.)
or the Investment Company Act of 1940 (15 U.S.C. Section 80a-1 et seq.), and
(iii) that comply with federal Securities and Exchange Commission Rule 2a-7
(17 C.F.R. Section 270.2a-7), promulgated under the Investment Company Act of
1940 (15 U.S.C. Section 80a-1 et seq.).

Guaranteed Investment Contracts are Authorized Investments for bond proceeds
if the Guaranteed Investment Contracts have a defined termination date, are
secured by obligations in the amounts and of the types required by the Public
Funds Investment Act, are pledged to the Authority, are deposited with the
Authority or with a third party selected and approved by the Authority, and meet
all other applicable requirements of the Act, including Section 2256.015 thereof.

Investment pools as authorized under Section 2256.016 of the Public Funds
Investment Act, provided that such investment pools are continuously rated no
lower than “AAA” or “AAA-m” or at an equivalent rating by at least one
nationally recognized rating service.

Bankers' acceptances as authorized by Section 2256.012 of the Public Funds
Investment Act:

(1) with a stated maturity of 270 days or fewer from the date of its issuance;
(11) that will be, in accordance with its terms, liquidated in full at maturity;
(ii1))  are eligible for collateral for borrowing from a Federal Reserve Bank; and
(iv)  are accepted by a bank organized and existing under the laws of the
United States or any state, if the short-term obligations of the bank, or of
a bank holding company of which the bank is the largest subsidiary, are

rated not less than “A-1" or “P-1” or an equivalent rating by at least one
nationally recognized credit rating agency.

Interest-bearing banking deposits that are guaranteed or insured by the FDIC or
its successor, or the National Credit Union Share Insurance Fund or its successor,
as allowed under Section 2256.009(a)(7) of the Act.
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0. No-load mutual funds (i) registered with the SEC, (ii) with an average weighted
maturity of less than two years; and (iii) either: (a) has a duration of one year or
more and is invested exclusively in obligations approved under Subchapter A of
the Act, or (b) has a duration of less than one year and the investment portfolio is
limited to investment grade securities, excluding asset-backed securities.

Section 4.4. Effect of Loss of Required Rating; Exemption for Existing Investments

Except as hereinafter provided, if any investment that requires a minimum investment
rating is downgraded below such minimum rating subsequent to purchase, it will no longer be
considered an Authorized Investment, and the Authority shall take all prudent measures
consistent with this Policy to liquidate the investment pursuant to Section 2256.021 of the Act;
provided, however, the Authority is not required to liquidate investments that were Authorized
Investments at the time of purchase, as prescribed by Section 2256.017 of the Public Funds
Investment Act.

Investment ratings shall be monitored regularly by the Authority’s Investment Officer(s)
and/or investment advisors through the use of information obtained from Bloomberg Markets,
the Authority’s custodian, broker-dealers, financial publications and/or financial websites. Any
ratings downgrade, or instance of negative “credit watch” notification, shall be reported to the
Investment Officer(s) upon discovery.

Section 4.5. Internal Controls for Investments

Section 2256.005(m) of the Act specifies that an “investing entity other than a state
agency, in conjunction with its annual financial audit, shall perform a compliance audit of
management controls on investments and adherence to the entity's established investment
policies.”

The Investment Officer, with the help of such Authority Designees as he requests, shall
periodically (at least annually) review, prepare and submit to the Commission for approval a
system of internal controls for investments which shall be documented in writing. The
investment controls shall be reviewed by the Authority’s independent auditor in connection with
the annual examination of the Authority’s financial statements to the extent deemed necessary to
evaluate the system as required by generally accepted auditing standards.

The controls shall be designed to prevent losses of public funds arising from fraud,
employee error, misrepresentation by third parties, unanticipated changes in financial markets, or
imprudent actions by employees and officials of the Authority. Controls deemed most important
include control of collusion, segregation of duties, segregation of transaction authority from
accounting and record keeping, custodial safekeeping, avoidance of bearer-form securities, clear
delegation of authority, specific limitations regarding securities losses and remedial action,
approved written confirmation of telephone transactions, minimizing the number of authorized
investment personnel, documentation of transactions and strategies and compliance with codes of
ethics.
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Section 4.6. Maturity

This Policy must address maturity, as provided in Section 2256.005(b)(3) of the Act.
Accordingly, Authority funds, except funds accumulated for debt service funds (i.e., funds
required for principal and interest payments due within one year), bond reserve funds, and
capitalized interest funds, shall be invested only in investments whose maturities do not exceed
five years at the time of purchase. Debt service funds may be invested for a period not to exceed
one year. Bond reserve funds may be invested for a period not to exceed the maturity of the
bonds. Capitalized interest funds may be invested for a period of time co-extensive with the
period of time for which interest is capitalized.

In addition, the weighted average maturity of the overall portfolio, excluding those

investments held for future major capital expenditures (e.g., construction funds), debt service
funds, bond reserve funds, and capitalized interest funds, shall not exceed two years.

Section 4.7. Diversification

This Policy must address investment diversification, yield, and maturity, as provided in
Section 2256.005(b)(3) of the Act. Accordingly, it is the policy of the Authority to diversify its
investment portfolio. All funds shall be diversified to eliminate the risk of loss resulting from
concentration of assets in a specific maturity, a specific issuer or a specific class of securities. In
establishing specific diversification strategies, the following general policies and constraints shall

apply:

A. Portfolio maturities shall be staggered in a way that avoids undue concentration
of assets in a specific maturity sector. Maturities shall be selected which provide
for stability of income and reasonable liquidity.

B. Liquidity shall be maintained through practices that ensure that the next
disbursement date and payroll date are covered through cash on hand, overnight
deposits, maturing investments, and marketable securities.

C. Risks of market price volatility shall be monitored and mitigated through
maturity diversification, to avoid, if possible, having aggregate price losses on
instruments with maturities exceeding one year being greater than coupon interest
and investment income received from the balance of the portfolio.

D. The following diversification limitations shall be imposed on the portfolio:

(1) Maturity. No more than 40% of the portfolio may be invested beyond
two years at the time of purchase, and the weighted average maturity of
the overall portfolio shall not exceed two years.
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(i)  Risk Default. The severe restrictions on Authorized Investments and the
legal requirements for full collateralization of demand deposits and time
deposits significantly reduce the potential for default risk. Nonetheless,
no more than 25% of the overall portfolio may be invested in the time
deposits, including certificates of deposit, of a single financial institution.
In addition, no more than 20% of the overall portfolio may be invested in
a single municipal security or commercial paper issuer, and no more than
30% in a single Federal agency issuer.

(ii1))  Marketability. Atleast 10% of the portfolio, excluding those investments
held for future major capital expenditures, debt service payments, bond
fund reserve accounts, and capitalized interest funds, shall be invested in
overnight instruments or in marketable securities which can be sold to
raise cash within one day’s notice.

Section 4.8. Risk Tolerance

The Authority recognizes that investment risks can result from issuer defaults, market
price changes or various technical complications leading to temporary illiquidity. Portfolio
diversification is employed as a way to control risk. The Investment Officer is expected to
display prudence in the selection of securities as a way to minimize default risk. No individual
investment transaction shall be undertaken which jeopardizes the total capital position of the
overall portfolio. The Investment Officer shall prepare and present to the Commission for
approval such additional guidelines and strategies to monitor risks of default, market price
changes, and illiquidity as deemed necessary or advisable, or to the extent that such areas of risk
are not adequately addressed in this Policy, including the Internal Controls for Investments
document referred to in Section 4.5 hereof. All investment reports shall specifically address
whether current investment results have been affected by any of the foregoing risks and shall
explain what actions the Investment Officer(s) have taken to manage such risks.

In addition to these general policy considerations, the following specific policies shall be
strictly observed:

A. All investment funds shall be placed directly with qualified financial institutions.

B. All transactions, except those noted in Section 3.8 hereof, shall be settled on a
delivery-versus-payment basis.

C. The Authority shall not enter into reverse repurchase agreements or trade in
options or futures contracts.

Section 4.9. Safekeeping and Custody

To protect against potential fraud and embezzlement, the financial assets of the Authority
shall be secured through safekeeping procedures with its Primary Bank or another independent
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third-party custodian as selected by the Investment Officer from the current list of financial
institutions at which the Authority’s accounts may be maintained, attached hereto as Exhibit “C”,
which list may be amended from time to time by action of the Port Commission or the Executive
Director of the Authority. All securities of the Authority and Collateral with respect thereto shall
be held in the Authority’s name and shall be fully documented via written agreements,
safekeeping receipts, and/or electronic records. Authority Designees as listed on Exhibit “A”
shall be bonded or covered under insurance policies to protect the public against possible
embezzlement and malfeasance.

Section 4.10. Policy of Securing Deposits of Authority Funds Applicable to All Deposited
Authority Funds

In accordance with the Public Funds Collateral Act, the Port Commission approves the
following policy regarding collateralization of uninsured cash balances and deposits of the
Authority, plus accrued interest, if any. All provisions related to acceptance, substitution,
release, and valuation of Collateral shall comply with the Public Funds Collateral Act.

A. The Authority recognizes that FDIC (or its successor) insurance is in usual
circumstances available for Authority funds deposited at any one Texas financial
institution (including branch banks) only up to a maximum of $250,000
(including accrued interest) for each of the following: (i) demand deposits, (ii)
time and savings deposits, and (iii) deposits made pursuant to an indenture or
pursuant to law in order to pay bondholders or noteholders. It is the policy of the
Authority that all deposited funds in each of the Authority’s accounts shall be
insured by the FDIC, or its successor, or secured by Collateral pledged to the
extent of the fair market value of the amount not insured in compliance with the
Public Funds Collateral Act.

B. Ifit is necessary for the Authority’s depositories to pledge Collateral to secure the
Authority’s deposits, (1) the Collateral pledge agreement must be in writing,
(2) the Collateral pledge agreement must be approved by the depository’s board
of directors or loan committee, (3) the depository’s approval of the Collateral
pledge agreement must be reflected in the minutes of the meeting of the
depository’s board or loan committee approving same, and (4) the Collateral
pledge agreement must be kept in the official records of the depository. The
depository must approve the Collateral pledge agreement and provide to the
Investment Officer a copy of the minutes of the meeting of the depository’s board
or loan committee at which the Collateral pledge agreement is approved prior to
the deposit of any Authority funds requiring the pledge of Collateral in such
financial institution. The Collateral pledge agreement should include provisions
related to acceptance, substitution, release, and valuation of Collateral.

C. Collateral pledged by a depository shall be held in safekeeping at (i) a Federal
Reserve Bank, (ii) a branch of a Federal Reserve Bank, or (iii) another custodian
meeting the requirements of Section 2257.041 of the Public Funds Collateral Act,
which custodian is acceptable to the Authority and is selected by the Investment
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Officer from Exhibit “C”, the list of approved financial institutions adopted by
the Port Commission. The Investment Officer, pursuant to this Policy, shall
obtain safekeeping receipts from the Federal Reserve Bank or said custodian.
Principal and accrued interest on deposits in accordance with this Policy, if
authorized, shall not exceed the FDIC, or its successor’s, insurance limits or the
Collateral pledged as security for the Authority’s investments. It shall be
acceptable for the Authority to periodically receive interest on deposits to be
deposited to the credit of the Authority if needed to keep the amount of the funds
under the insurance or Collateral limits. The Investment Officer(s), with the help
of the Authority Designees as requested by the Investment Officer, shall ensure
that the Collateral pledged to the Authority is pledged only to the Authority and
shall review the fair market value of the Collateral pledged to secure the
Authority’s funds to ensure that the Authority’s funds are fully secured.

D. Certificates of deposit, demand deposits (e.g., checking accounts), and savings
accounts, to the extent that they are not insured, may be secured by any eligible
securities allowed under Section 2257.002(4) and Section 2257.021 of the Public
Funds Collateral Act.

ARTICLE V
INVESTMENT STRATEGIES FOR PARTICULAR FUNDS

Section 5.1. Investment Strategy for the Operating Fund

The investment strategy for the operating fund is to assure that adequate funds are on
hand to meet current spending needs, while taking into consideration the other provisions of this
Policy. To such end, all operating and general fund monies shall initially be invested in
approved money market mutual funds, investment pools or bank deposits. Investments of funds
in excess of current needs may then be made with final maturities of one to five years. The
maturities shall be structured so that the total amount of maturing investments in any three-month
period plus amounts held in money market mutual funds, investment pools and bank deposits
shall total at least $15,000,000. The benchmark rate of return is the money market mutual fund
rate of return.

Section 5.2. Investment Strategy for the Debt Service Fund

Subject to compliance with the other provisions of this Policy, all debt service funds shall
initially be invested in an approved money market mutual fund, investment pool or bank deposit
as set forth in the order creating such fund. Further investments may then be made in certificates
of deposit or other investments authorized hereunder and maturities structured so that there shall
be adequate cash on hand to meet debt service payments as they come due. The benchmark rate
of return is the money market mutual fund rate of return.
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Section 5.3. Investment Strategy for the Construction Fund

Subject to compliance with the other provisions of this Policy, construction funds shall be
invested to meet the capital improvement and construction needs of the Authority. The
benchmark rate of return is the one-year Treasury rate of return.

Section 5.4. Investment Strategy for the Bond Reserve Fund

All bond reserve funds shall initially be invested in an approved money market mutual
fund as set forth in the order creating such fund. Further investments may then be made in
investments authorized hereunder. The benchmark rate of return is the two-year Treasury rate of
return.

ARTICLE VI
MISCELLANEOUS

Section 6.1. Superseding Clause

This Policy supersedes any prior policies adopted by the Commission regarding
investment or securitization of Authority Funds.

Section 6.2. Annual Review

The Authority shall review this Investment Policy and investment strategies at least
annually and confirm the continuance of the Investment Policy and investment strategies without
amendment or adopt an amended Investment Policy. Any changes in the Investment Policy or
investment strategies shall be noted in the written instrument or resolution adopted by the Port
Commission in accordance with Section 2256.005(e) of the Public Funds Investment Act.

This annual review shall also include a review of broker-dealers authorized to engage in
investment transactions with the Authority pursuant to Section 2256.025 of the Act. Broker-
dealers may be added to or deleted from the approved list of financial institutions (attached
hereto as Exhibit “C”), as approved by the Port Commission. Because such approved list serves
multiple purposes, it includes banks and other entities approved by the Commission for provision
of custody, depository, credit, and other services that may not be subject to the Public Funds
Investment Act.

Section 6.3. Conflicts
In the event of any conflict between this Policy and the provisions of the Public Funds

Investment Act or Public Funds Collateral Act, the provisions of the Public Funds Investment
Act or Public Funds Collateral Act shall govern.
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Section 6.4. Review and Adoption at Open Meeting

The Commission officially finds, determines and declares that (a) proposed changes to
this Investment Policy and the investment strategies contained therein were reviewed, and
carefully considered, (b) this Investment Policy and investment strategies were adopted at a
regular meeting of the Commission, (c) a sufficient written notice of the date, hour, place and
subject of this meeting was posted as required by the Open Meetings Act, Chapter 551, Texas
Government Code, and (d) this meeting had been open to the public as required by law at all
times during which this Policy was discussed, considered and acted upon and is herewith
adopted. The Commission further ratifies, approves and confirms such written notice and the
contents and posting thereof.

Adopted on the 28th day of September 2021.

Chairman, Port Commission
Port of Houston Authority of
Harris County, Texas

ATTEST:

Chief Legal Officer and
Secretary

Port of Houston Authority of
Harris County, Texas
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EXHIBIT “A”

Port of Houston Authority
Authority Designees

Authority Designees employed by the Authority

Chief Financial Officer
Director, Treasury
Controller

Treasury Manager
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EXHIBIT “B”

CERTIFICATE OF COMPLIANCE FROM SELLERS OF INVESTMENTS

To:

From:

of

Date:

Port of Houston Authority of Harris County, Texas (the “Authority”)
Attn: Director, Treasury

111 East Loop North

Houston, TX 77029-4326

(Name of the person offering or the (Title of such person)
“qualified representative of the

business organization” offering to

engage in an investment transaction

with the Authority)

(the “Business Organization”)
(Name of financial institution, business organization or investment pool)

, 20

In accordance with the provisions of Chapter 2256 of the Texas Government Code, as

amended (the “Public Funds Investment Act”), | hereby certify that:

1.

I am an individual offering to enter into an investment transaction with the Authority or a
“qualified representative” of the Business Organization offering to enter an investment
transaction with the Authority, as applicable, as such terms are used in the Public Funds
Investment Act, and that [ meet all requirements under such act to sign this Certificate.

I or the Business Organization, as applicable, anticipate selling to the Authority
investments (collectively referred to herein as the “Investments”) that comply with the
Public Funds Investment Act and the Authority’s Investment Policy dated _September
28, 2021 (the “Investment Policy™).

I or a registered investment professional that services the Authority’s account, as
applicable, have/has received and reviewed the Investment Policy, which the Authority
has represented is the complete Investment Policy of the Authority now in full force and
effect. I or the Business Organization, as applicable, shall comply with such Investment
Policy until the Authority provides me or the Business Organization, as applicable, with
any amendments to or any newly adopted form of the Investment Policy, in which case I
or the Business Organization, as applicable, shall comply with the amended or newly
adopted Investment Policy.
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I or the Business Organization, as applicable, have/has implemented reasonable
procedures and controls in an effort to preclude investment transactions conducted
between the Authority and me or the Business Organization, as applicable, that are not
authorized by the Investment Policy, except to the extent that this authorization is
dependent upon an analysis of the makeup of the Authority’s entire portfolio, requires an
interpretation of subjective investment standards, or relates to investment transactions of
the Authority that are not made through accounts or other contractual arrangements over
which I or the Business Organization, as applicable, have/has accepted discretionary
investment authority.

I or the Business Organization, as applicable, have/has reviewed or shall review prior to
sale, the terms, conditions and characteristics of the investments to be sold to the
Authority and determine (i) that each of the Investments is an Authorized Investment for
local governments under the Public Funds Investment Act and (ii) each of the
Investments is an Authorized Investment under the Investment Policy.

The Business Organization shall provide a prospectus or disclosure document of each of
the Investments other than certificates of deposit and direct obligations of the United

States, as may be requested by the Authority.

In addition to the above certifications, I or the Business Organization, as applicable,

hereby confirm receipt and review of the Authority’s “Code of Ethics” and the “Standards for
Employee Interaction with Interested Parties,” both of which are available on the Authority’s
website (http://porthouston.com).

By:

Name:

Title:
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EXHIBIT “C”

List of Approved Banks, Broker-Dealers, Custodians, Money Market
Funds, Commercial Paper Direct Issuers and Investment Pools for
Investment of the Authority's Funds

Banks, Broker-Dealers and Custodians, including affiliates thereof:

Academy Securities, Inc,

Amegy Bank of Texas

Backstrom McCarley Berry & Co.
Bank of America

Bank of New York Mellon

Bank of Texas

Barclays Bank

BBVA USA

Blaylock Van, LLC

BNP Paribas

BOK Financial Corp (Parent of Bank of Texas)
Cabrera Capital Markets

Cadence Bank

Cantella & Co., Inc.

Cantor Fitzgerald

Capital One

Citibank, N.A.

Citigroup Global Markets

Drexel Hamilton

Estrada Hinojosa & Company, Inc
Federal Reserve Bank

Frost Bank

FHN Financial

Goldman Sachs & Co., LLC
Hancock Whitney Bank

Hilltop Securities Asset Management, LLC
Hilltop Securities Inc.

HSBC Bank

Huntington Capital Markets
IberiaBank

Jefteries, LLC

JPMorgan Chase Bank

Ladenburg Thalmann

Loop Capital Markets LLC
Mesirow Financial, Inc.

Morgan Stanley

MUPFG Bank (formerly: Bank of Tokyo Mitsubishi UFJ)
Mutual of Omaha Bank
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Oppenheimer

Piper Sandler & Co.

PNC Bank

Ramirez and Co.

Raymond James & Associates, Inc.
Regions Bank

Rice Financial Products Company
Robert W. Baird & Co.

Royal Bank of Canada (and affiliates of RBC Capital)
Siebert Williams Shank & Co., LLC
Stephens Inc.

Stern Brothers & Co.

Stifel, Nicolaus & Company, Inc.
Truist Bank

Trustmark Bank

UBS Financial Services

UMB Bank

Union Bank

US Bank, N.A.

Wells Fargo Bank

Money Market Mutual Funds:

Federated Investors

Fidelity Investments

Invesco

J.P. Morgan

Vanguard Group

Western Asset (and affiliates of Legg Mason)

Investment Pools:

TexPool

TexPool Prime

TexSTAR

Local Government Investment Cooperative (“LOGIC”)

Lone Star Investment Pool
Texas CLASS

Commercial Paper — Direct Issuers:

Toyota Motor Credit Corp.

General Electric Company

General Electric Capital Corp (GECC)
Exxon Mobil

% %k ok
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Financial Policies & Procedures
Internal Controls for Investments

PORT HOUSTON Effective September 28, 2021

THE INTERNATIONAL PORT OF TEXAS*

1.0 Purpose

2.0 Sco

To establish a system of internal controls relating to investment of funds in accordance
with the Investment Policy adopted by the Port Commission as governing body of the
Port of Houston Authority of Harris County, Texas (the “Authority”).

All investment activities and internal controls of the Authority shall comply with

provisions of Texas law, including Chapter 2256 of the Texas Government Code, as
amended (the “Public Funds Investment Act”).

pe€

The Investment Policy and the internal controls outlined herein shall apply to all
departments within the Authority.

3.0 Guidelines

3.1.0 Inv

3.1.1

estment Objectives and Categories

As specified in Section 4.2 of the Investment Policy, the main objectives of investing the
Authority’s funds, in order of importance, are (1) safety of principal, (2) suitability of
investment, (3) liquidity, (4) marketability, (5) diversification, and (6) yield.

The Investment Officer(s) and Authority Designee(s), as defined in the Investment
Policy, may designate different investment strategies for various categories of
investments, which categories may include but are not limited to the following:

(a) Current or General Funds are unrestricted funds received from operating
revenues.

(b) Debt Service Funds are (1) with respect to tax-supported obligations, property tax
revenues received from Harris County taxpayers designated for debt service and
related payments on general obligation ad valorem tax bonds (also referred to as
Interest and Redemption Funds or “I&R”), or (2) with respect to obligations or
financings supported by operating revenues, funds designated for payment of
principal, interest, and related payments on such obligations and financings.

(¢) Construction Funds or Capital Improvement Funds are funds specifically
designated for capital infrastructure projects and construction costs.
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(d) Bond Funds are proceeds received from the sale of bonds, commercial paper, or
other financings, which may be designated for capital infrastructure projects,
construction costs, or other purposes as approved under the applicable bond
indenture or financing documents.

(¢) Reserve Funds are funds set aside to meet any reserve requirements, and payments
of principal and interest as may be specified in a bond indenture or other financing
documents.

3.2.0 Mitigating Risk

3.2.1

322

Internal controls shall be designed to ensure secure and prudent management of
Authority funds. This includes mitigating risk of losses arising from fraud, employee
error, misrepresentation by third parties, unanticipated changes in financial markets, and
imprudent actions by employees and officials of the Authority.

Controls deemed most important include control of collusion, segregation of duties,
segregation of transaction authority from accounting and record keeping, custodial
safekeeping, avoidance of bearer-form securities, clear delegation of authority, specific
limitations regarding securities losses and remedial action, approved written
confirmation of telephone transactions, minimizing the number of authorized investment
personnel, documentation of transactions and strategies, and compliance with codes of
ethics.

3.3.0 Responsibilities

3.3.1

3.3.2

333

It is the responsibility of the Port Commission to review on an annual basis, and adopt,
the Investment Policy for the Authority. The Investment Policy specifies that a system
of internal accounting controls for investments shall periodically and at least annually be
prepared and submitted to the Port Commission for approval.

The Chief Financial Officer is charged with oversight of all financial matters of the
Authority, including implementation of funds management, accounting and internal
controls for investments. It is also his responsibility to report and address any violations
of company policy or code of ethics (e.g., fraud, embezzlement, conflicts of interest, etc.)
relating to investment activities.

Under the direction of the Chief Financial Officer, the Director, Treasury or other
designee shall serve as Investment Officer with primary responsibility to handle the
investment of Authority funds as specified in the Investment Policy. The Authority’s
Treasury Manager, Controller, and the Chief Financial Officer are each authorized to act
as Investment Officer for the Authority in the absence of the Investment Officer or when
the Investment Officer is unavailable.

Internal Controls for Investments (Effective 9/28/2021) Page 2 of 8
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3.3.4 Authority Designees may be appointed to handle various aspects of the investment
management process (a) as may be recommended by the Chief Financial Officer or the
Investment Officer, (b) as approved by the Port Commission or the Executive Director
of the Authority, and (c) as listed on Exhibit “A” to the Investment Policy. The Chief
Financial Officer and the Investment Officer are considered Authority Designees with
regard to the internal controls outlined herein as well as in the Investment Policy.

3.3.5 The Port Commission has adopted standard banking resolutions designating various
individuals as Authorized Agents. In order to minimize the risk of fraudulent accounts
and embezzlement of funds or assets, two Authorized Agents, acting together, are
required (a) to sign agreements relating to cash, investments, and safekeeping of
securities, (b) to open and close accounts, including investment brokerage and custody
accounts, and (c) to designate and change Authorized Signatories for such accounts.

3.3.6 As an added measure, the Authority shall provide certificates of resolutions and
certificates of signatories to financial institutions, signed by the Secretary or an Assistant
Secretary of the Authority, certifying the signatures of those Authorized Agents and/or
Authorized Signatories authorized for specific accounts.

3.3.7 Pursuant to a Financial Advisor Agreement effective December 16, 2002, as may be
amended from time to time, the Authority has engaged Hilltop Securities Inc. and its
affiliate Hilltop Securities Asset Management, LLC (collectively, “Financial Advisor’)
for the performance of various investment advisory services, including but not limited to
assistance with development of the Authority’s investment policy, consultation on
proposed investment strategies, and preparation of quarterly investment reports. The
Financial Advisor may be substituted or replaced by action of the Port Commission, in
which case the new firm would be responsible for the duties of the Financial Advisor
outlined herein.

3.4.0 Executing Investment Transactions

3.4.1 Authority Designees are authorized to pursue relationships with broker-dealers and
financial institutions (a) as may be recommended by the Chief Financial Officer or the
Investment Officer, (b) as approved by the Port Commission or the Executive Director
of the Authority, and (¢) as listed on Exhibit “C” to the Investment Policy.

3.4.2 The Investment Officer shall ensure that a business organization, as required by Section
2256.005(k) of the Public Funds Investment Act, completes a certificate in substantially
the form of Exhibit “B” to the Investment Policy, to document such seller’s receipt,
review, and understanding of the Investment Policy, prior to entering into any investment
transaction with such institution. In order to help provide assurance regarding
counterparty risk, the Investment Officer shall ensure that broker-dealers are properly
registered with the Texas State Securities Board, the Securities Exchange Commission
(“SEC”), or the Financial Industry Regulatory Authority (“FINRA”), and shall conduct
such due diligence as necessary, which may include a review by the Investment Officer
or the Authority’s financial advisors of a broker-dealer’s financial position and reputation
in the marketplace. Such due diligence shall be documented and those records shall be
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343

3.4.4

345

3.4.6

3.4.7

maintained in the Authority’s files. The Investment Officer may recommend termination
of a relationship with a broker-dealer in case of serious violations or sanctions imposed
by a regulatory agency or governmental entity.

Authority Designees may explore various investment opportunities and alternatives with
approved banks and broker-dealers, including soliciting and obtaining proposals for
purchase and/or sale of securities.

The Investment Officer shall consider all such proposals vis-a-vis the Authority’s
Investment Policy, strategies and objectives. Upon deciding to proceed with a proposed
transaction, the Investment Officer shall ensure that clear instructions are provided to
execute or document such investment transaction on behalf of the Authority (e.g., amount
to invest, desired maturity, pricing, etc.). Oral instructions shall be followed up with a
confirmation via email or fax.

An Authority Designee shall prepare a “Purchase of Security Form” or “Sale of Security
Form” for any investment transactions that are executed, and shall obtain all necessary
approvals in accordance with the Authority’s policies and procedures.

The Investment Officer shall maintain files and backup documentation for all investment
transactions. Such records may include information on the yield curve, bids from other
broker-dealers, indicative pricing of similar securities, etc.

The Investment Officer or an Authority Designee shall consider all proposed
investments, and review the Authority’s investment holdings at least annually, for
compliance with Texas Senate Bill No. 253, effective May 23, 2017, and the provisions
of Chapters 2256 and 2270, Texas Government Code, with regard to any prohibited
investments relating to Sudan, Iran and designated foreign terrorist organizations. The
Authority shall post an investment disclosure on its website at least annually showing its
compliance with such statutory requirements.

3.5.0 Safekeeping of Securities

3.5.1

3.5.2

With the exception of investments in certificates of deposit, bank deposits, investment
pools, and money market funds, all securities transactions shall be settled on a “delivery
versus payment” or “DVP” basis through the Authority’s custody account at JPMorgan
Chase Bank, or another custodian selected by the Investment Officer from the list of
institutions approved by the Port Commission or the Executive Director. Under DVP
processing, the custodian makes payment on behalf of the Authority to the broker-dealer
or seller, only upon receipt of the securities into the Authority’s custody account, thereby
helping to mitigate counterparty risk.

The Investment Officer or an Authority Designee shall be responsible for providing
instructions to the custodian for settlement of investment transactions, and for ensuring
that there are sufficient funds on deposit at the custodian to cover such settlement.
Instructions sent to the custodian in writing or via fax shall be executed by two Authority
Designees. Instructions submitted to the custodian via the custodian’s electronic banking
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3.53

3.54

system shall require action by two Authority Designees, one to input and another to
approve the instruction.

Securities purchased for different funds (e.g., General Fund, Debt Service Fund,
Construction Bond Fund, etc.) may be held in the same custody account, provided that
the Authority’s Financial Accounting department shall track and record the investments
belonging to each fund.

Securities shall normally be maintained in electronic book-entry form. All transactions
with respect to securities to be held in physical form and any unregistered bearer bonds
shall require the written approval of two Authority Designees, and such documentation
shall be maintained in the Authority’s investment files.

3.6.0 Competitive Bidding Process

3.6.1

3.6.2

3.6.3

On occasion, it may be prudent to sell a security prior to its maturity (e.g., selling a
security at a premium prior to the call date vs. receiving par value at the call date). It
may also be advantageous to consider an exchange transaction, in which a security is
sold and another is purchased to replace it. The Investment Officer shall approve such
sale or exchange of securities. Any analyses performed showing the economics or
expected gain from such transactions shall be maintained in the investment files.

For purchase or sale transactions, the Treasury Manager, the Investment Officer, or
another Authority Designee, shall attempt to obtain at least three competitive bids, in
order to achieve the best value for the Authority. Competitive bids are not required (a)
in cases where an agreement is reached with a particular issuer to sell back a security and
purchase a similar instrument from the same issuer (e.g., exchanging a commercial paper
investment with the issuer to extend the maturity), (b) for investments in money market
mutual funds, investment pools, and regular cash deposits at the Authority’s depository
banks, and (c¢) for U.S. Treasury, agency, or municipal securities purchased as new issues
or on a bid wanted basis. In cases where competitive bids/offers are not obtained, the
investment officer will provide alternative documentation to ensure a competitive market
level was obtained.

Bids may be solicited and received orally, in writing, electronically, or in any
combination of those methods. In situations where the exact security is not offered by
other broker-dealers, offers on the closest comparable investment may be used to
establish a fair market price for the security. In the case of a certificate of deposit
purchase, at least two other offers should be solicited to provide a comparison. If fewer
institutions participate in such competitive bids, then the Authority Designees may use
another authorized investment of similar maturity for evaluation purposes. The
Investment Officer may approve exceptions to this process on a case by case basis, and
shall document such exceptions in writing.

3.7.0 Accounting

Internal Controls for Investments (Effective 9/28/2021) Page 5 of 8
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3.7.1

3.7.2

3.7.3

3.7.4

3.7.5

The Authority’s Financial Accounting department is responsible for booking all
investment transactions to the general ledger, including all customary journal entries
(e.g., accruals of investment income, valuation of investments, gain or loss on sale of
securities, etc.), in accordance with generally accepted accounting principles and
established departmental approval procedures.

The Treasury department shall review all investment transactions, and calculate the
appropriate cash amounts to be transferred to and from the Authority’s bank, custody
and/or other accounts on the settlement date. Such transfers of funds shall be documented
and executed pursuant to established approval procedures.

The Financial Accounting department shall maintain a spreadsheet, that may be referred
to as the “Securities Schedule,” showing details of all security holdings (e.g., CUSIP,
interest rate, yield, par amount, maturity date, etc.), and shall reconcile such information
on a monthly basis against safekeeping statements and confirmations received from the
custodian.

Investments in certificates of deposit, bank deposits, local government investment pools,
and money market funds are not required to be held in safekeeping at the custodian. Such
investments shall be reconciled against the monthly statements provided by the
appropriate financial institution, and recorded in a spreadsheet maintained by the
Financial Accounting department that may be referred to as the “Cash Activity Report.”

The Securities Schedule and Cash Activity Report are prepared by an accountant in the
Financial Accounting department, and reviewed on a monthly basis by the Financial
Accounting Manager, the Assistant Controller (if any), or the Controller.

3.8.0 Reporting

3.8.1

3.8.2

3.8.3

3.8.4

The Financial Advisor shall prepare monthly and quarterly reports showing details of
security holdings, changes in market value, earned income, and investment transactions
for the period.

The Treasury Manager and the Investment Officer shall review the reports from the
Financial Advisor, and resolve any discrepancies or issues with said reports.

The Investment Officer shall prepare and cause to be provided to the Port Commission a
quarterly report including information on investment holdings, maturity dates, book and
market values, and investment transactions during the period. Said report shall be signed
by the Investment Officer, and shall indicate whether such investment transactions are in
compliance with the Investment Policy and the Public Funds Investment Act. A cover
letter with a brief summary of market and economic issues impacting the investment
portfolio may also be submitted with the quarterly report.

The quarterly investment reports shall also be provided to the Authority’s independent
auditor at least annually. The latter should review these reports in connection with its
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annual examination of the Authority’s financial statements in accordance with generally
accepted auditing standards.

3.9.0 Collateral

3.9.1

392

393

394

In accordance with the Authority’s Investment Policy and Chapter 2257, Texas
Government Code, as amended from time to time (“Public Funds Collateral Act”), any
cash held in the Authority’s depository bank accounts must be collateralized, to the extent
such funds are not insured by the U.S. or an instrumentality of the U.S. (e.g., Federal
Deposit Insurance Corporation or “FDIC”).

The Investment Officer shall (a) select the custodian for any collateral pledged to secure
Authority funds from the approved list of institutions attached as Exhibit “C” to the
Investment Policy, (b) monitor the status of such collateral on a monthly basis to ensure
compliance with the Public Funds Collateral Act, and (c) notify the depository bank in
the event the market value of the collateral is not sufficient to cover 102% of the
Authority’s exposure or reduce the cash balances accordingly.

The Authority currently maintains significant cash balances in interest-bearing accounts
at a depository bank, which funds are not covered by FDIC insurance. In accordance
with a Depository Banking Services and Security Pledge Contract, the depository bank
has agreed to pledge and deposit sufficient securities in favor of the Authority at the
Federal Reserve Bank to cover 102% of such cash balances.

The Financial Accounting department should conduct an additional review of the
monthly collateral report received from the custodian, to help ensure that the Authority’s
cash balances at the bank are fully covered by the collateral deposited at the custodian.

4.0 Review and Adoption

4.1.0 Periodic Review

4.1.1

The Investment Officer, with the assistance of Authority Designees, the Financial
Adpvisor, and such other parties as he may request, shall periodically and at least annually
review this system of internal controls relating to investments and shall recommend to
senior management and the Port Commission such changes as deemed necessary, in line
with best practices for mitigating risks.

The Port Commission should consider such recommendations and approve such system
of internal accounting controls relating to investments as it deems appropriate and
necessary.

The Authority’s independent auditor, in connection with the annual examination of the
Authority’s financial statements, should evaluate the system of internal controls relating
to investment activities in accordance with generally accepted auditing standards.
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4.2.0 Adoption at Open Meeting

4.2.1 The Port Commission officially finds, determines and declares that (a) this system of
internal controls relating to investment of funds was reviewed, carefully considered, and
adopted at a regular meeting of the Port Commission, (b) a sufficient written notice of
the date, hour, place and subject of this meeting was posted as required by the Open
Meetings Act, Chapter 551, Texas Government Code, and (c) this meeting had been open
to the public as required by law at all times during which this matter was discussed,
considered and acted upon and is herewith adopted.

Adopted on the 28th day of September, 2021.

Chairman, Port Commission
Port of Houston Authority of
Harris County, Texas

ATTEST:

Chief Legal Officer and
Secretary

Port of Houston Authority of
Harris County, Texas

Minute No. 2021-0928-

Internal Controls for Investments (Effective 9/28/2021) Page 8 of 8
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I. FINANCE

Subject 4. Approve an aggregate increase of $561,146 in the 2021 Operating
Budget for estimated expenses associated with the newly-created Business
Equity Division.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve an aggregate
increase of $561,146 in the 2021 Operating Budget, for estimated expenses
associated with the newly created Business Equity Division, and further authorize the
Executive Director to do any and all things in his opinion reasonable or necessary to
give effect to the foregoing.

Category:
General

Department:
Financial Planning

Staff Contact:
Tim Finley/David Jochnau

Background:
The Port Authority has created a Business Equity Division to lead its internal and external Diversity, Equity
and Inclusion efforts, with a focus on promoting equity and enhancing opportunity for all.

Port Authority staff is now seeking approval for an adjustment to the 2021 Operating Budget to reflect this
initiative instituted in the second half of 2021. The total proposed increase of $561,146 is based on an
estimate of second-half 2021 costs associated with three newly-added employees in the Business Equity
Division, training costs for Small and Minority- and Woman-owned Business Enterprise vendors and Port
Authority staff, media materials and production costs, and miscellaneous expenses.

Staff Evaluation/Justification:

Accordingly, staff recommends that the Port Commission approve an aggregate increase of $561,146 in the
2021 Operating Budget.
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J. INFRASTRUCTURE

Subject

Meeting
Access
Type

Recommended Action

Goals

Category:

1. Approve staff’'s ranking of vendors and award a professional service
contract in an amount not to exceed $207,000 for the 2021 corrosion
Facility Inspection and Condition Assessment Program for marine assets to
the top-ranked proposer: staff ranking - first, Pond & Company; second,
Wiss, Janey, Elstner Associates, Inc.; and third, Moffat & Nichol.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Public
Action

The Port Commission, at its September 28, 2021 meeting:

(a) approve staff's ranking of the most qualified vendor, based on the selection
criteria, in the following order - first, Pond & Company; second, Wiss, Janey, Elstner
Associates, Inc.; and third, Moffat & Nichol;

(b) award a professional services contract to Pond & Company for the 2021 corrosion
Facility Inspection and Condition Assessment Program (FICAP) for marine assets in
an amount not to exceed $207,000;

(c) grant authority, if a contract cannot be negotiated with the first-ranked vendor, to
formally, and in writing, end negotiations with that vendor and proceed to the next
vendor in the order of ranking until a contract is reached or all proposals are
rejected; and

(d) further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Awards, Amendments & Change Orders

Department:

Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:
The ongoing Facility

Inspection and Condition Assessment Program (FICAP) includes performing visual

inspections and condition ratings to support the Port Authority's asset management program. This project
starts the FICAP Corrosion program for year 1 and would primarily consist of:

¢ The inspection and assessment of corrosion systems on Barbours Cut Terminal marine assets.

¢ Verification of existing cathodic protection systems and integration of the new information into the
Port Authority’s asset registry database and GIS system.

e The option to amend this contract for year 2 work in 2022, upon Port Commission approval.

The Port Authority notified vendors regarding its request for qualifications (RFQs) using the Port Authority’s
BuySpeed Eprocurement System and the project was advertised on the Port Authority’s website and in a
local newspaper. Eleven vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:

On May 19, 2021, seven RFQ responses were received and opened. The responses were reviewed and
evaluated by staff in accordance with the selection criteria published in the RFQ. Staff identified the following
vendors, listed in order of ranking, as most qualified to provide the required analysis and design services:

e Pond & Company
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e Wiss, Janey, Elstner Associates, Inc.
* Moffat & Nichol

Following staff Executive Committee review, staff recommends that the Port Commission award a contract to
Pond & Company for the 2021 corrosion FICAP for marine assets, and act as otherwise described above.

112



J. INFRASTRUCTURE

Subject 2. Approve staff's ranking of vendors and award a construction contract in
an amount not to exceed $2,585,295 for the Freight Station Road dedicated
right turn lanes and U-turn connector at Bayport Container Terminal to the
top-ranked proposer: staff ranking - first, Main Lane Industries, Ltd;
second, Jerdon Enterprises; and third, Harper Brothers Construction, LLC.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting:
(a) approve staff’s ranking of the most qualified vendors, based on the selection
criteria, in the following order - first, Main Lane Industries, Ltd; second, Jerdon
Enterprises; and third, Harper Brothers Construction, LLC;
(b) award a contract to Main Lane Industries, Ltd. for the Freight Station Road
dedicated right turn lanes and U-turn connector at Bayport Container Terminal, in an
amount not to exceed $2,585,295;
(c) grant authority, if a contract cannot be negotiated with the first-ranked vendor, to
formally, and in writing, end negotiations with that vendor and proceed to the next
vendor in the order of ranking until a contract is reached or all proposals are
rejected; and
(d) further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:

This project consists of constructing two dedicated right turn lanes from the existing Freight Station Road.
The first proposed lane would merge onto Port Road traveling eastbound. The second proposed lane would
connect to the existing partial U-turn lane east of Freight Station Road. The northern portion of the partial U-
turn lane would be completed and merge onto the westbound lane of Port Road.

The Port Authority notified vendors regarding its request for competitive sealed proposals (CSPs) using the
Port Authority’s BuySpeed Eprocurement System and the project was advertised on the Port Authority’s
website and in a local newspaper. Twenty-three vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:

On July 21, 2021, five CSPs were received, opened, and publicly read. The responses were reviewed and
evaluated by staff in accordance with the published selection criteria. Staff identified the following vendors,
listed in order of ranking, as providing the best value for the required services:

¢ Main Lane Industries, Ltd.
e Jerdon Enterprises
¢ Harper Brothers Construction, LLC

Following staff Executive Committee review, staff recommends that the Port Commission award a contract to
Main Lane Industries, Ltd. and act as otherwise described above.
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https://go.boarddocs.com/tx/pha/Board.nsf/files/C6HKZL536194/$file/Respondent%20List-CSP%201899-Freight%20Station%20Road%20Dedicated%20Right%20Turn%20Lanes%20and%20U-Turn%20Connector%20at%20BAY.pdf

J. INFRASTRUCTURE

Subject 3. Approve staff’s ranking of vendors and award a professional services
contract in an amount not to exceed $75,000 to perform construction
material testing for the Freight Station Road dedicated right turn lanes and
U-turn connector at Bayport Container Terminal to the top-ranked proposer:
staff ranking - first, Raba Kistner, Inc.; second, HV] Associates, Inc.; and
third, Terracon Consultants, Inc.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting:
(a) approve staff’s ranking of the most qualified vendors, based on the selection
criteria, in the following order - first, Raba Kistner, Inc.; second, HV] Associates,
Inc.; and third, Terracon Consultants, Inc.;
(b) award a professional services contract to Raba Kistner, Inc. to perform
construction material testing for the Freight Station Road dedicated right turn lanes
and U-turn connector construction at Bayport Container Terminal, in an amount not
to exceed $75,000;
(c) grant authority, if a contract cannot be negotiated with the first-ranked vendor, to
formally, and in writing, end negotiations with that vendor and proceed to the next
vendor in the order of ranking until a contract is reached or all proposals are
rejected; and
(d) further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:

This procurement includes construction material testing services during the proposed construction of Freight
Station Road dedicated right turn lanes and U-turn connector at Bayport Container Terminal. Per Section
60.463(c) of the Texas Water Code, in certain circumstances the Port Authority is required to hire a third-
party inspection firm to independently test the acceptability of construction materials installed by the
contractor. This procurement would provide such third-party inspection services.

The Port Authority notified vendors regarding its request for qualifications (RFQs) using the Port Authority’s
BuySpeed Eprocurement System and the project was advertised on the Port Authority’s website and in a
local newspaper. Fourteen vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:

On August 25, 2021, five RFQ responses were received and opened. The responses were reviewed and
evaluated by staff in accordance with the selection criteria published in the RFQ. Staff identified the following
vendors, listed in order of ranking, as most qualified to provide the required services:

e Raba Kistner, Inc.
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e HVJ Associates, Inc.
e Terracon Consultants, Inc.

Following staff Executive Committee review, staff recommends that the Port Commission award a contract to
Raba Kistner, Inc. and act as otherwise described above.
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J. INFRASTRUCTURE

Subject 4. Approve staff's ranking of vendors and award a construction contract in
an amount not to exceed $152,500 to perform asbestos abatement of
restroom buildings at the north side of Turning Basin Terminal to the top-
ranked proposer: staff ranking - first, RNDI Companies, Inc.; and second,
Separation Systems Consultants, Inc.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting:
(a) approve staff’s ranking of the most qualified vendors, based on the selection
criteria, in the following order - first, RNDI Companies, Inc.; and second, Separation
Systems Consultants, Inc.;
(b) award a contract to RNDI Companies, Inc. to perform asbestos abatement of
restroom buildings at the north side of Turning Basin Terminal, in an amount not to
exceed $152,500;
(c) grant authority, if a contract cannot be negotiated with the first-ranked vendor, to
formally, and in writing, end negotiations with that vendor and proceed to the next
vendor in the order of ranking until a contract is reached or all proposals are
rejected; and
(d) further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:

This project consists of asbestos abatement of restroom and office buildings located at City Dock 8 and
within the Turning Basin North transit sheds. The asbestos abatement of these restroom locations would
allow for future demolition and replacement.

The Port Authority notified vendors regarding its request for competitive sealed proposals (CSPs) using the
Port Authority’s BuySpeed Eprocurement System and the project was advertised on the Port Authority’s
website and in a local newspaper. Five vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:

On August 18, 2021, two CSPs were received, opened, and publicly read. The responses were reviewed and
evaluated by staff in accordance with the published selection criteria. Staff identified the following vendors,
listed in order of ranking, as providing the best value for the required services:

e RNDI Companies, Inc.
e Separation Systems Consultants, Inc.

Following staff Executive Committee review, staff recommends that the Port Commission award a contract to
RNDI Companies, Inc. and act as otherwise described above.
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J. INFRASTRUCTURE

Subject 5. Approve staff's ranking of vendors and award a construction contract in
an amount not to exceed $1,426,217 to complete rail spur construction at
Bayport Container Terminal Phase II to the top-ranked proposer: staff
ranking - first, Standard Constructors, Inc.; second, McCarthy Building
Companies, Inc.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting:
(a) approve staff’s ranking of the most qualified vendors, based on the selection
criteria, in the following order - first, Standard Constructors, Inc.; second, McCarthy
Building Companies, Inc.;
(b) award a contract to Standard Constructors, Inc. to complete rail spur
construction at Bayport Container Terminal Phase II, in an amount not to exceed
$1,426,217;
(c) grant authority, if a contract cannot be negotiated with the first-ranked vendor, to
formally, and in writing, end negotiations with that vendor and proceed to the next
vendor in the order of ranking until a contract is reached or all proposals are
rejected; and
(d) further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:
This project consists of:

Construction of stabilized embankment and sub-ballast
Existing culvert modification

Grading

Temporary access

The Port Authority notified vendors regarding its request for competitive sealed proposals (CSPs) using the
Port Authority’s BuySpeed Eprocurement System and the project was advertised on the Port Authority’s
website and in a local newspaper. Twenty-five vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:

On August 25, 2021, three CSPs were received, opened, and publicly read: one vendor was deemed non-
responsive. The remaining responses were reviewed and evaluated by staff in accordance with the published
selection criteria. Staff identified the following vendors, listed in order of ranking, as providing the best value
for the required services:

e Standard Constructors, Inc.
e McCarthy Building Companies, Inc.

Following staff Executive Committee review, staff recommends that the Port Commission award a contract to
Standard Constructors, Inc. and act as otherwise descrilged above.
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J. INFRASTRUCTURE

Subject 6. Amend the professional services contract with Hatch Associates
Consultants, Inc. to perform services for the design for rehabilitation of
Wharves 4, 5, and 6 at Barbours Cut Terminal in an amount not to exceed

$2,662,930.
Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve an amendment
to the professional services contract with Hatch Associates Consultants, Inc. to
perform services for the design for rehabilitation of Wharves 4, 5, and 6 at Barbours
Cut Terminal in an amount not to exceed $2,662,930, and authorize the Executive
Director to do any and all things in his opinion reasonable or necessary to give effect
to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:

By Minute No. 2021-0525-17, the Port Commission awarded a professional services contract with Hatch
Associates Consultants, Inc. to perform services for the design for rehabilitation of Wharves 4, 5, and 6 at
Barbours Cut Terminal.

This first amendment to this contract for a total amendment value of $2,662,930 represents an increase of
238.55% over the original contract value.

This proposed amendment would consist of:

¢ Completion of the environmental assessment and Maritime Administration submittals
e Completion of the "Mini Master Plan"

e Completion of the 30% design for all the wharves

e Estimation of probable construction cost

¢ Field investigations necessary for the completion of the design

Staff Evaluation/Justification:
Staff has reviewed Hatch Associates Consultants, Inc.'s proposal and found it to be fair and reasonable and
recommends that the Port Commission approve the proposed amendment.
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J. INFRASTRUCTURE

Subject 7. Amend the professional services contract with AECOM Technical Services,
Inc. to perform services for planning and design for reconstruction of
eighty-seven acres of container yards at Barbours Cut Terminal in an
amount not to exceed $1,612,584.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve an amendment
to the professional services contract with AECOM Technical Services, Inc. to perform
services for planning and design for reconstruction of eighty-seven acres of container
yards at Barbours Cut Terminal in an amount not to exceed $1,612,584, and
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:

By Minute No. 2021-0525-16, the Port Commission awarded a professional services contract with AECOM
Technical Services, Inc. to perform additional services for planning and design for reconstruction of eighty-
seven acres of container yards at Barbours Cut Terminal.

This first amendment to this contract for a total amendment value of $1,612,584 represents an increase of
147.21% over the original contract value.

This proposed amendment would consist of:

¢ Project Management

e Container Yard 4 North and Container Yard 5 North site investigation
e Grant and Maritime Administration support

e 100% design package

¢ Limited bid phase services

e Limited construction support services

Staff Evaluation/Justification:
Staff has reviewed AECOM Technical Services, Inc.'s proposal and found it to be fair and reasonable and
recommends that the Port Commission approve the proposed amendment.
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J. INFRASTRUCTURE

Subject 8. Approve a change order with McCarthy Building Companies, Inc. to
perform additional work associated with the construction of Container Yard
7 at Bayport Container Terminal in an amount not to exceed $242,011.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize a change order
with McCarthy Building Companies, Inc. to perform additional work associated with
the construction of Container Yard 7 at Bayport Container Terminal in an amount not
to exceed $242,011, and further authorize the Executive Director to do any and all
things in his opinion reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project & Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:
By Minute No. 2018-0731-21, the Port Commission awarded a construction contract to McCarthy Building
Companies, Inc. for the construction of Container Yard 7 at Bayport Container Terminal.

This change order is the tenth change order to this contract, for a total change order value to date of
$772,773.79, 1.56% of the total contract value.

The change order proposed by the contractor addresses outstanding costs and credits received at project
closeout including quantity overruns and underruns.

Staff Evaluation/Justification:

Staff has reviewed McCarthy Building Companies, Inc.'s proposal and found it to be fair and reasonable and
recommends that the Port Commission authorize this change order with McCarthy Building Companies, Inc.
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J. INFRASTRUCTURE

Subject 9. Approve a change order with Satterfield & Pontikes Construction, Inc. to
perform additional work associated with the construction of Container Yard
2 South at Bayport Container Terminal in an amount not to exceed

$199,044.
Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize a change order
with Satterfield & Pontikes Construction, Inc. to perform additional work associated
with the construction of Container Yard 2 South at Bayport Container Terminal in an
amount not to exceed $199,044, and further authorize the Executive Director to do
any and all things in his opinion reasonable or necessary to give effect to the
foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project & Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:
By Minute No. 2020-0730-18, the Port Commission awarded a construction contract to Satterfield &
Pontikes Construction, Inc. for the construction of Container Yard 2 South at Bayport Container Terminal.

This change order is the fourth change order to this contract, for a total change order value to date of
$271,346.61, 1.37% of the total contract value.

The change order proposed by the contractor includes the following items:

o Additional striping to provide operational continuity between Container Yard 2 South and the recently
re-purposed Container Yard 3
e Replacing network switches to updated model as required by the Information Technology department

Staff Evaluation/Justification:

Port Authority staff has reviewed the proposal submitted by Satterfield & Pontikes Construction, Inc. and
found it to be fair and reasonable. Therefore, staff recommends that the Port Commission authorize this
change order.
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J. INFRASTRUCTURE

Subject 10. Approve a change order with McCarthy Building Companies, Inc. to
perform additional work associated with the rehabilitation of Container
Yard 3 North at Barbours Cut Terminal in an amount not to exceed

$136,158.
Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve a change order
with McCarthy Building Companies, Inc. to perform additional work associated with
the rehabilitation of Container Yard 3 North at Barbours Cut Terminal in an amount
not to exceed $136,158, and further authorize the Executive Director to do any and
all things in his opinion reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Project and Construction Management

Staff Contact:
Roger H. Hoh, P.E.

Background:
By Minute No. 2021-0223-18, the Port Commission awarded a construction contract to McCarthy Building
Companies, Inc. for the rehabilitation of Container Yard 3 at Barbours Cut Terminal.

This change order is the first change order to this contract, for a total change order value to date of
$138,158, 0.99% of the total contract value.

The change order proposed by the contractor includes the following items:

¢ Removing striping paint originally placed for wheeled container storage
¢ Placing and re-purposing excess excavation material from Barbours Cut Terminal Container Yard 3 to
Bayport Container Yard 1 North to support future development of Container Yard 1 North

Staff Evaluation/Justification:

Port Authority staff has reviewed the proposal submitted by McCarthy Building Companies, Inc. and found it
to be fair and reasonable. Therefore, staff recommends that the Port Commission authorize this change
order.
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J. INFRASTRUCTURE

Subject 11. Enter into a Memorandum of Understanding and a temporary license
with the U.S. Army Corps of Engineers for the placement of maintenance-
dredged material from berths at Jacintoport Terminal and Care Terminal
into a federally-managed dredged material placement area at a cost of
$331,800 and approve any over-dredge cost at $5.53 per cubic yard in an
amount not to exceed $66,360.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to enter into a Memorandum of Understanding and a temporary license
with the U.S. Army Corps of Engineers for the placement of maintenance-dredged
material from berths at Jacintoport Terminal and Care Terminal into a federally-
managed dredged material placement area at a cost of $331,800 and approve any
over-dredge cost at $5.53 per cubic yard in an amount not to exceed $66,360, and
further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Category:
General

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

The U.S. Army Corps of Engineers (Corps) is expected to perform maintenance dredging of the Houston Ship
Channel adjacent to Jacintoport Terminal and Care Terminal in late 2021. Berths at these terminals also
require maintenance dredging, to remove siltation since the last maintenance dredging was completed in
2020. The Corps is authorized to perform berth dredging for the Port Authority on a reimbursable basis.

By Minute No. 2021-0525-23, the Port Commission authorized the Port Authority to enter into a
Memorandum of Agreement with the Corps to perform this maintenance dredging. The action now
requested is to authorize the placement of that dredged material into a dredged material placement area
and pay the appropriate fees. The dredged material is expected to be placed into Peggy Lake at a cost
of $331,800. Dredged quantities are estimated and may differ from the actual quantity at the time dredging
occurs, due to additional siltation and processing time of the Corps application. This action is to also
authorize the cost, at $5.53 per cubic yard, for quantities over the initial estimated quantity, in an amount
not to exceed $66,360.

Staff Evaluation/Justification:

Section 217(b) of the Water Resources Development Act of 1996 (33 U.S.C. 2326a(b)) authorizes the
Secretary of the Army to permit the use of dredged material placement facilities under the Secretary’s
jurisdiction by Non-Federal Interests and to impose fees to recover capital, operation, and maintenance costs
associated with such use. Use of the Corps dredged material placement area under Section 217(b) would
significantly reduce placement area federal fees and allow federal fees collected to be returned to the Corps
for use on the Houston Ship Channel placement areas.

Staff recommends that the Port Commission authorize this agreement and license.
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J. INFRASTRUCTURE

Subject 12. Enter into reimbursement agreements for pipeline relocation
construction with eight pipeline companies for ten pipelines located in
Segment 4 of the Houston Ship Channel Expansion Channel Improvement
Project for which the Port Authority would be responsible for one-half the
cost, in an amount not to exceed $45 million.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to into reimbursement agreements for pipeline relocation construction with
eight pipeline companies for ten pipelines located in Segment 4 of the Houston Ship
Channel Expansion Channel Improvement Project for which the Port Authority would
be responsible for one-half the cost, in an amount not to exceed $45 million, and
further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Category:
Project 11

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

As part of the Houston Ship Channel Expansion Channel Improvement Project (HSC ECIP), pipelines in
conflict with upcoming dredging must be removed and relocated (generally by a lower placement in the
channel) in order to meet U.S. Army Corps of Engineers safety requirements. In the area of the HSC ECIP
designated as Segment 4, the companies that own the pipelines that need to be relocated, and the
estimated relocation costs, are: Kinder Morgan Texas Pipeline LP (two pipelines) at $5.5 million; Southtex
66 Pipeline Company, Ltd at $10 million; Seminole Pipeline Company LLC at $4.5 million; Explorer Pipeline
Company at $5 million; Colonial Pipeline Company at $18 million; Praxair Inc, (two pipelines) at $12 million;
Equistar Chemicals, LP at $20 million; and INEOS USA LLC at $15 million.

Federal regulations require the Port Authority, as the local sponsor, to pay half of the costs for the pipeline
relocations, including but not limited to the costs of design, permitting, and construction (dredging); one
half of the costs are estimated to total $45 million.

The pipeline companies are continuing the design and permitting work under agreements to cost-share that
work. Except for having final numbers for the cost of the construction work, the companies are ready to
enter into cost-share agreements with the Port Authority for the construction work. Entering into cost-share
agreements for the construction work at this time, using estimated amounts, would expedite the
construction process by permitting the companies to make earlier purchases of long-lead items such as pipe
and valves. In the event that the costs determined upon completion of the design work are higher than the
estimated amount being requested, staff will request that the Port Commission approve additional funds at
that time. In the event costs are lower, the Port Authority's total cost would also be less.

Staff Evaluation/Justification:

Channel Operations Department staff recommends that the Port Commission approve entering into the
reimbursement agreements at this time to facilitate continued accelerated progress on the HSC ECIP project.
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J. INFRASTRUCTURE

Subject

Meeting

Access

Type

Recommended Action

13. Approve the renewal of the following expiring Port Authority licenses
for new ten-year terms: Cargill Incorporated - Corn Milling Division,

Chevron Phillips Chemical Company LP, Equistar Chemicals, LP, ExxonMobil
Pipeline Company, Linde Inc., Matheson Tri-Gas Inc., Oxy Vinyls, LP,
Southwestern Bell Telephone Company, TPC Group, LLC, and Valero

Refining-Texas, LP.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

Public

Action

The Port Commission, at its September 28, 2021 meeting, authorize the Port

Authority to approve the renewal of the following expiring licenses for new ten-year
terms: Cargill Incorporated - Corn Milling Division, Chevron Phillips Chemical
Company LP, Equistar Chemicals, LP, ExxonMobil Pipeline Company, Linde Inc.,
Matheson Tri-Gas Inc., Oxy Vinyls, LP, Southwestern Bell Telephone company, TPC
Group, LLC, and Valero Refining-Texas, LP, and further authorize the Executive

Director to do any and all things in his opinion reasonable or necessary to give effect

to the foregoing.

Category:
Permits/Licenses/Pipeline Easements

Department:

Channel

Operations

Staff Contact:
Garry McMahan

Background:
The pipeline licensees listed below have applied to renew their licenses:

Company File No. License Fee

Cargill Incorporated — Corn Milling Division 1998-0059 $4,906
Chevron Phillips Chemical Company LP 2001-0174 $17,425
Equistar Chemicals, LP 1991-0200 $10,604
Equistar Chemicals, LP 2001-0411 $5,302
ExxonMobil Pipeline Company 2010-0100 $54,523
Linde Inc. 1991-0223 $116,086
Linde Inc. 2001-0207 $10,604
Matheson Tri-Gas Inc. 2009-0216 $19,089
Oxy Vinyls, LP 2011-0257 $392,696
Oxy Vinyls, LP 1991-0054 $5,302
Southwestern Bell Telephone Company 1990-0083 $1,709
Southwestern Bell Telephone Company 1990-0194 $13,672
Southwestern Bell Telephone Company 2001-0176 $3,418
Southwestern Bell Telephone Company 2010-0380 $0
TPC Group, LLC 2001-0148 $10,604
TPC Group, LLC 2001-0181 $78,734
TPC Group, LLC 2010-0191 $42,416
Valero Refining-Texas, LP 2001-0340 $12,338
Valero Refining-Texas, LP 1991-0197 $14,022
Valero Refining-Texas, LP 2017-0063 $52,891
Total $866,341
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Staff Evaluation/Justification:

The applications were reviewed and approved by the Port Authority’s Channel Operations department and
the Port Terminal Railroad Association when applicable. The licenses are to be renewed subject to the Port
Authority’s usual terms and conditions.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject 14. Issue a pipeline license to Linde Inc. for one 10-inch nitrogen pipeline
adjacent to Port Road at the Old State Highway 146 intersection.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to issue a pipeline license to Linde Inc. for one 10-inch nitrogen pipeline
adjacent to Port Road at the Old State Highway 146 intersection, and further
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

Category:
Permits/Licenses/Pipeline Easements

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

Linde Inc., Port Authority File No. 2021-0119, has applied for a pipeline license for one 10-inch nitrogen
pipeline adjacent to Port Road at the Old State Highway 146 intersection, in the William P. Harris Survey, A-
30.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations department and the
Port Terminal Railroad Association. The license is subject to the Port Authority’s usual terms and conditions
and at a fee of $6,363. The $675 application fee and the $2,500 as-built deposit have been paid.

Staff recommends approval.

137


https://go.boarddocs.com/tx/pha/Board.nsf/files/C6P4WB0D847F/$file/09-28-21_Linde_2021-0119_Exhibit.pdf

138



J. INFRASTRUCTURE

Subject 15. Issue a pipeline license to Celanese Chemicals, Inc. for one 11-inch
acetic acid pipeline crossing under the Exxon Pipeline Corridor between
State Highway 146 and the Bayport Turning Basin.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to issue a pipeline license to Celanese Chemicals, Inc. for one 11-inch
acetic acid pipeline crossing under the Exxon Pipeline Corridor between State
Highway 146 and the Bayport Turning Basin, and further authorize the Executive
Director to do any and all things in his opinion reasonable or necessary to give effect
to the foregoing.

Category:
Permits/Licenses/Pipeline Easements

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

Celanese Chemicals, Inc., Port Authority File No. 2021-0266, has applied for a pipeline license for one 11-
inch acetic acid pipeline crossing under the Exxon Pipeline Corridor between State Highway 146 and the
Bayport Turning Basin, in the William P. Harris Survey, A-30.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations department and the
Port Terminal Railroad Association. The license is subject to the Port Authority’s usual terms and conditions
and at a fee of $6,363. The $675 application fee and the $2,500 as-built deposit have been paid.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject 16. Issue a marine construction permit to TDWP Terminals 1, LLC to
relocate a temporary barge dock located in Buffalo Bayou/Houston Ship
Channel.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

Access Public

Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to issue a marine construction permit to TDWP Terminals 1, LLC to relocate
a temporary barge dock located in Buffalo Bayou/Houston Ship Channel, and further
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

Category:
Permits/Licenses/Pipeline Easements

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

TDWP Terminals 1, LLC, Port Authority File No. 2021-0228, has applied for a marine construction permit to
relocate an existing temporary barge dock to the west side of the upland property, located in Buffalo
Bayou/Houston Ship Channel, in the Richard & Robert Vince Survey, A-76. The temporary barge dock is
planned for 3 to 5 years of operation.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations and Channel
Improvement departments and the Houston Pilots. The permit is to be issued subject to the Port Authority’s
usual terms and conditions. The $675 application fee has been paid.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject

Meeting
Access
Type

Recommended Action

Category:

17. Issue a marine construction permit to Oxy Vinyls, LP to make repairs to
an existing barge dock facility located in Buffalo Bayou/Houston Ship
Channel.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

Public

Action

The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to issue a marine construction permit to Oxy Vinyls, LP to make repairs to
an existing barge dock facility located in Buffalo Bayou/Houston Ship Channel, and

further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Permits/Licenses/Pipeline Easements

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

Oxy Vinyls, LP, Port Authority File No. 2021-0229, has applied for a marine construction permit to replace
four monopile dolphins and replace an existing 265 linear foot bulkhead and retaining wall, located in Buffalo
Bayou/Houston Ship Channel, in the George M. Patrick Survey, A-624. The intended use of the project site

is a barge dock facility.

Staff Evaluation/Justification:

The application was

reviewed and approved by the Port Authority’s Channel Operations and Channel
Improvement departments and the Houston Pilots. The permit is to be issued subject to the Port Authority’s

usual terms and conditions. The $675 application fee has been paid.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject 18. Issue a transmission line license to Comcast of Houston, LLC for one
fiber optic cable line under the Port Terminal Railroad Association’s right-
of-way at Jacintoport Terminal.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to issue a transmission line license to Comcast of Houston, LLC for one
fiber optic cable line under the Port Terminal Railroad Association’s right-of-way at
Jacintoport Terminal, and further authorize the Executive Director to do any and all
things in his opinion reasonable or necessary to give effect to the foregoing.

Category:
Permits/Licenses/Pipeline Easements

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

Comcast of Houston, LLC, Port Authority File No. 2021-0265, has applied for a transmission line license for
one fiber optic cable line under the Port Terminal Railroad Association’s right-of-way at Jacintoport Terminal,
in the William Harris and D. Carpenter Survey, A-28.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations department and the
Port Terminal Railroad Association. The license is subject to the Port Authority’s usual terms and conditions
and at a fee of $1,709. The $675 application fee and the $2,500 as-built deposit have been paid.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject 19. Amend a pipeline license issued to Enterprise Houston Ship Channel,
L.P. to modify the length of pipe on the Beltway 8 property.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to amend a pipeline license issued to Enterprise Houston Ship Channel, L.P.
to modify the length of pipe on the Beltway 8 property, and further authorize the
Executive Director to do any and all things in his opinion reasonable or necessary to
give effect to the foregoing.

Category:
Permits/Licenses/Pipeline Easements

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:
Enterprise Houston Ship Channel, L.P. (Enterprise), Port Authority File No. 2017-0071, has applied to amend
a pipeline license to modify the length of pipe on the Beltway 8 property, in the Richard & Robert Vince
Survey, A-76.

Enterprise installed the pipeline across the Southside Mainline railroad right-of-way, Vince Bayou, Little
Vince Bayou, Pasadena Cut-Off railroad right-of-way, Deer Park Junction railroad right-of-way, Houston Ship
Channel, and Beltway 8 property. The pipeline was shifted west from the proposed location on the Beltway
8 property extending the length of the pipeline 896 feet.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations department. The
license is subject to the Port Authority’s usual terms and conditions and at a fee of $7,267. The $675
application fee has been paid.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject 20. Transfer a private adjacency submerged land lease from MARMAC, LLC
to 17500 Market Street, LLC and consent to a sublease to ACBL
Transportation Services LLC, for 12.84 acres of barge fleeting area and 3.84
acres of encumbered area in Old River.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to transfer a private adjacency submerged land lease from MARMAC, LLC
to 17500 Market Street, LLC and consent to a sublease to ACBL Transportation
Services LLC, for 12.84 acres of barge fleeting area and 3.84 acres of encumbered
area in Old River, and further authorize the Executive Director to do any and all
things in his opinion reasonable or necessary to give effect to the foregoing.

Category:
Permits/Licenses/Pipeline Easements

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

MARMAC, LLC, Port Authority File No. 2019-0261, has applied to transfer a private adjacency submerged
land lease from (MMS) d/b/a McDonough Marine Services to 17500 Market Street, LLC and has requested
the Port Authority's consent to a sublease to ACBL Transportation Services LLC, for 12.84 acres of barge
fleeting area and 3.84 acres of encumbered area in Old River, in the Josiah T. Harrell Survey, A-330.

17500 Market Street, LLC (Market Street), is a new Texas limited liability company which is being formed by
MMS’s parent corporation, McDonough Corporation. MMS is, and Market Street will be, wholly owned
subsidiaries of McDonough Corporation. Additionally, the adjacent upland property will be transferred to
Market Street.

Staff is informed that the proposed sublessee, ACBL Transportation Services LLC (ACBL), is one of the
largest marine transportation companies in the United States with over 100 years of experience, and a
prominent service provider in the Houston area. The Port Authority has two other leases for barge fleeting
with ACBL.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations department. The
lease is to be issued subject to the Port Authority’s usual terms and conditions. The $675 application fee has
been paid.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject 21. Issue a Port Authority adjacency barge fleeting lease agreement and
amend a marine construction permit with AccuTRANS Fleeting Services LLC
for approximately 5.92 acres of submerged lands in Old River at an initial
monthly rental amount of $8,880 for a ten-year term.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to issue a Port Authority adjacency barge fleeting lease agreement and
amend a marine construction permit with AccuTRANS Fleeting Services LLC for
approximately 5.92 acres of submerged lands in Old River at an initial monthly
rental amount of $8,880 for a ten-year term, and further authorize the Executive
Director to do any and all things in his opinion reasonable or necessary to give effect
to the foregoing.

Category:
Leases

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

AccuTRANS Fleeting Services LLC (AccuTRANS), Port Authority File No. 2021-0263 (lease of 5.92 acre - Port
Authority adjacent), and Port Authority File No. 2020-0106 (marine construction permit for a total of 10.72
acres of submerged lands), has applied for a Port Authority adjacency submerged lands lease (and to amend
a marine construction permit) to lease an additional 5.92 acres of submerged land for barge fleeting in Old
River, adjacent to the Lost Lake Dredged Material Placement Area.

AccuTRANS has operated a barge fleet management service for over 20 years and has owned property in
the vicinity of this project for over five years. The Port Authority has two other active barge fleeting leases
with AccuTRANS.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations department. The
lease would be entered into pursuant to the Port Authority’s submerged land lease terms and conditions for
an initial rental amount of $8,880 per month for a ten-year term for the Port Authority adjacency lease
(negotiated fees). The permit is to be amended subject to the Port Authority’s usual terms and conditions.

Staff recommends approval.
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J. INFRASTRUCTURE

Subject 22. Approve a lease with Oxy Vinyls, LP for 0.89 acres of filled submerged
land located in Patrick Bayou at an initial monthly rental amount of $1,335
for a ten-year term.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action, Information

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve a lease with Oxy
Vinyls, LP for 0.89 acres of filled submerged land located in Patrick Bayou at an
initial monthly rental amount of $1,335 for a ten-year term, and further authorize
the Executive Director to do any and all things in his opinion reasonable or necessary
to give effect to the foregoing.

Category:
Leases

Department:
Channel Operations

Staff Contact:
Garry McMahan

Background:

Oxy Vinyls, LP, Port Authority File No. 1999-0154, has applied to renew a lease agreement for 0.89-acres of
filled submerged land located in Patrick Bayou at an initial monthly rental amount of $1,335 for a ten-year
term. The original lease dates back to 1969. The leased filled submerged land, like the adjacent upland
property (also owned by Oxy Vinyls, LP) would be used for the offloading onto barges raw materials for
chemical manufacturing materials.

Staff Evaluation/Justification:

The application was reviewed and approved by the Port Authority’s Channel Operations department. The
lease would be entered into pursuant to the Port Authority’s submerged land lease terms and conditions for
an initial monthly rental amount of $1,335 for a ten-year term.

Staff recommends approval.
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K. OPERATIONS

Subject 1. Approve staff’'s ranking of vendors and award a two-year contract in an
amount not to exceed $1,500,000 for repair of motors, generators, and
alternators for Barbours Cut Terminal, Bayport Container Terminal, and
Turning Basin Terminal to the top-ranked proposer: staff ranking - first,
Northstar Industries; and second, Sulzer Electro-Mechanical Services (US),

Inc.
Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting:
(a) approve staff's ranking of the most qualified vendor, based on the selection
criteria, in the following order - first, Northstar Industries; and second, Sulzer
Electro-Mechanical Services (US), Inc.;
(b) award a two-year contract to Northstar Industries for repair of motors,
generators, and alternators for Barbours Cut Terminal, Bayport Container Terminal,
and Turning Basin Terminal in an amount not to exceed $1,500,000;
(c) grant authority, if a contract cannot be negotiated with the first-ranked vendor, to
formally, and in writing, end negotiations with that vendor and proceed to the next
vendor in the order of ranking until a contract is reached or all proposals are
rejected; and
(d) further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

The Port Authority currently owns more than 2,000 electric motors and generators on one hundred and
sixteen rubber tyred gantry (RTG) cranes and twenty-five wharf cranes operating at its container terminals.
In the event of failure it is important that a contract be in place to repair these motors and generators
promptly so that crane downtime can be minimized. These services are also necessary for routine
maintenance of these assets to ensure operational efficiency.

By Minute No. 2019-1211-57, the Port Commission awarded a two-year contract to Northstar Industries in
an amount not to exceed $1,000,000 for repair of motors, generators, and alternators for Barbours Cut
Terminal, Bayport Container Terminal, and Turning Basin Terminal. Funds are nearly depleted due to a
higher-than-expected incidence of motor repairs during the first twelve months of this contract. The increase
in contract amount is due to a larger number of cranes operating at Bayport Container Terminal
during new contract term.

The Port Authority notified vendors regarding its request for competitive sealed proposals (CSP) for repair of

motors, generators, and alternators for Barbours Cut Terminal, Bayport Container Terminal, and Turning
Basin Terminal using the Port Authority’s BuySpeed Eprocurement System and the project was advertised on
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the Port Authority’s website and in a local newspaper. Fourteen vendors downloaded the project materials
from BuySpeed.

Staff Evaluation/Justification:

On August 18, 2021, three CSP responses were received and opened. The responses were reviewed and
evaluated by staff in accordance with the selection criteria published in the CSP. One response was deemed
unresponsive. Staff identified the following vendors, listed in ranking order, as most qualified to provide the
required service:

¢ Northstar Industries
e Sulzer Electro-Mechanical Services (US), Inc.

Following staff Executive Committee review, staff recommends that the Port Commission award a two-year
contract to Northstar Industries and act as otherwise described above.
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K. OPERATIONS

Subject 2. Approve staff’s ranking of vendors and award a professional services
contract in an amount not to exceed $599,507 to perform inspection
services for three dockside electric container cranes for Wharf No. 6 at
Bayport Container Terminal to the top-ranked proposer: staff ranking -
first, Liftech Consultants, Inc.; second, Laurence & Associates, LLC; and
third, Paul Bridges & Associates, LLC.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting:
(a) approve staff’s ranking of vendors, based on the selection criteria, in the
following order - first, Liftech Consultants, Inc.; second, Laurence & Associates, LLC;
and third, Paul Bridges & Associates, LLC;
(b) award a contract to the top-ranked proposer for inspection services for three
dockside electric container cranes for Wharf No. 6 at Bayport Container Terminal in
the amount not to exceed $599,507;
(c) grant authority, if a contract cannot be negotiated with the first-ranked vendor, to
formally, and in writing, end negotiations with that vendor, and proceed to the next
vendor in the order of ranking until a contract is reached or all proposals are
rejected; and
(d) further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

By Minute No. 2021-0622-28, the Port Commission awarded a contract for the purchase of three dockside
electric container cranes for Wharf No. 6 at Bayport Container Terminal to Shanghai ZhenHua Heavy
Industries Co., Ltd (ZPMC) in the amount not to exceed $36,585,000. These cranes require manufacturing
inspection on a full-time basis. Inspection of overseas fabrication of these cranes is beyond current
manpower capabilities of Port Authority staff, and therefore staff believes an inspection services consultant is
required.

The Port Authority notified vendors regarding its request for qualifications (RFQ) using the Port Authority’s
BuySpeed Eprocurement System, and the project was advertised on the Port Authority's website and in a
local newspaper. Twenty-two vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:

On July 7, 2021, five RFQ responses were received and opened. The responses were reviewed and
evaluated by staff in accordance with the selection criteria published in the RFQ. Staff identified the
following vendors, listed in order of ranking, as most qualified to provide the required services:

¢ Liftech Consultants, Inc.
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e Laurence & Associates, LLC
e Paul Bridges & Associates, LLC

Following staff Executive Committee review, staff recommends that the Port Commission award a contract to
Liftech Consultants, Inc. and act as otherwise described above.
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K. OPERATIONS

Subject 3. Award a contract to Davey Coach Sales Incorporated for the purchase of
two used shuttle buses for Bayport Container Terminal in an amount not to
exceed $99,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, award a contract to
Davey Coach Sales Incorporated for the purchase of two used shuttle buses for
Bayport Container Terminal in the amount not to exceed $99,000, and further
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

The Port Authority currently owns two fifteen-passenger vans operating at Bayport Container Terminal.
These vans are 2011 and 2016 models and have limited useful life remaining, needing much maintenance to
maintain their functionality. These vehicles transport ten to fifteen operators to and from the Administration
Building and rubber tyred gantry (RTG) cranes three times daily, resulting in a high level of wear to the
vehicle engine and interior. Due to increases in container volume, more RTG cranes are being ordered daily
to meet demand, and shuttle buses are the most efficient vehicle to transport the resulting increasing
number of crane operators at Bayport Container Terminal. Accordingly, staff recommends that these vans be
replaced with shuttle buses.

The Port Authority notified vendors regarding its request for proposals (RFP) using the Port Authority's
BuySpeed Eprocurement System and the project was advertised on the Port Authority's website and in a
local newspaper. Three vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:
On August 25, 2021, one RFP response was received. The response was reviewed and evaluated by staff in
accordance with the published selection criteria.

Following staff Executive Committee review, staff recommends that the Port Authority award a contract to
Davey Coach Sales Incorporated and act as otherwise described above.
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K. OPERATIONS

Subject 4. Award a two-year contract to Wesco Distribution for the purchase of
electrical and lighting components for maintenance of facilities and
equipment at Barbours Cut Terminal, Bayport Container Terminal, and
Turning Basin Terminal in an amount not to exceed $1,750,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, award a two-year
contract to Wesco Distribution for the purchase of electrical and lighting components
for maintenance of facilities and equipment at Barbours Cut Terminal, Bayport
Container Terminal, and Turning Basin Terminal in an amount not to exceed
$1,750,000, and further authorize the Executive Director to do any and all things in
his opinion reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

Assorted electrical and lighting components are needed for routine maintenance of facilities and equipment
including relays, breakers, fittings, conduits, switches, connectors, receptacles, fixtures, panels, and other
items frequently needed to perform routine maintenance and repair of cranes, equipment, and buildings at
Port Authority facilities.

By Minute No. 2019-0729-49, the Port Commission awarded a two-year contract to Graybar Electric
Company, Inc. in the amount not to exceed $1,750,000 for the purchase of electrical and lighting
components for maintenance of facilities and equipment at Barbours Cut Terminal, Bayport Container
Terminal, and Turning Basin Terminal. This contract expired on July 31, 2021.

The Port Authority notified vendors regarding its request for competitive sealed bids (CSB) for the purchase
of electrical and lighting components for maintenance of facilities and equipment at Barbours Cut Terminal,
Bayport Container Terminal, and Turning Basin Terminal using the Port Authority’s BuySpeed Eprocurement
System and the procurement was advertised on the Port Authority’s website and in a local newspaper.
Fourteen vendors downloaded the procurement materials from BuySpeed.

Staff Evaluation/Justification:
On August 18, 2021, four CSB responses were received and opened. The responses were reviewed and
evaluated by staff in accordance with the selection criteria published in the CSB.

Following staff Executive Committee review, staff recommends that the Port Commission award a two-year
contract to Wesco Distribution, the responsible bidder submitting the best bid to provide the required
services.
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K. OPERATIONS

Subject 5. Award a two-year contract to Crane Tech Solutions, the sole source
provider, for the purchase of spare and replacement parts for Stinis
spreader bars and an over-height attachment at Barbours Cut Terminal and
Bayport Container Terminal in an amount not to exceed $600,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, award a two-year
contract to Crane Tech Solutions, the sole source provider, for the purchase of spare
and replacement parts for Stinis spreader bars and an over-height attachment at
Barbours Cut Terminal and Bayport Container Terminal in an amount not to exceed
$600,000, and further authorize the Executive Director to do any and all things in his
opinion reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

The Port Authority currently owns a total of twenty-six spreader bars and one over-height
attachment manufactured by Stinis Holland B.V., including eleven spreaders at Barbours Cut Terminal, and
fourteen spreaders and one over-height attachment operating at Bayport Container Terminal.

By Minute No. 2019-0924-51, the Port Commission awarded a two-year contract to Crane Tech Solutions in
an amount not to exceed $600,000 for the purchase of spare and replacement parts for Stinis spreader bars
at Barbours Cut Terminal and Bayport Container Terminal. This contract is set to expire on September 30,
2021. The ability to expedite procurement of spare and replacement parts for these units is critical to
efficient terminal operation.

Staff Evaluation/Justification:

Section 60.412 of the Water Code provides that a purchase for an item that can be obtained only from one
source is exempt from certain procurement requirements of the Water Code. Port Authority staff has
received a written statement from the manufacturer confirming that Crane Tech Solutions is the sole
authorized source for captive replacement Stinis parts in the United States.

Staff recommends that the Port Commission approve entering into a two-year contract with Crane Tech
Solutions for the purchase of spare and replacement parts for Stinis spreader bars and over-height
attachment, beginning on October 1, 2021 and ending on September 30, 2023. Replacement and spare
parts will be purchased through this contract as needed.
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K. OPERATIONS

Subject 6. Award a three-year contract to Kalmar USA Inc., Bromma Americas, the
sole source provider, for the purchase of twistlocks and spreader bar
related parts for wharf and rubber tyred gantry cranes at Barbours Cut
Terminal and Bayport Container Terminal in an amount not to exceed

$2,800,000.
Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, award a three-year
contract to Kalmar USA Inc., Bromma Americas, the sole source provider, for the
purchase of twistlocks and spreader related parts for wharf and rubber tyred gantry
(RTG) cranes at Barbours Cut Terminal and Bayport Container Terminal in an amount
not to exceed $2,800,000, and further authorize the Executive Director to do any
and all things in his opinion reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

The Port Authority owns a total of one hundred and forty-five spreader bars and thirteen over-height
attachments manufactured by Bromma. These units are used daily on wharf and rubber tyred gantry (RTG)
cranes currently in operation at Barbours Cut Terminal and Bayport Container Terminal. The ability to
expedite procurement of spare and replacement parts for these spreaders and over-height attachments is
critical to daily terminal operations.

By Minute No. 2019-0729-50, the Port Commission awarded a two-year contract to Kalmar USA
Inc., Bromma Americas in the amount not to exceed $2,000,000 for the purchase of twistlocks and spreader
related parts for wharf and RTG cranes at Barbours Cut Terminal and Bayport Container Terminal. Funds for
this contract are nearly depleted. Increase in contract amount is due to new cranes added to the fleet and
the longer contract term.

Staff Evaluation/Justification:

Section 60.412 of the Water Code provides that a purchase for an item that can be obtained only from one
source is exempt from certain procurement requirements of the Water Code. Port Authority staff has
received a written statement from the manufacturer confirming that Kalmar USA Inc., Bromma Americas is
the sole authorized distributor of captive replacement parts for Bromma products in the United States.

Staff recommends that the Port Commission award a three-year contract to Kalmar USA Inc., Bromma

Americas for the purchase of twistlocks and spreader related parts for wharf and RTG cranes at Barbours Cut
Terminal and Bayport Container Terminal.
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K. OPERATIONS

Subject 7. Award a three-year contract to Conductix, Inc. dba Conductix-Wampfler,
the sole source provider, for the purchase of spare and replacement parts
for Conductix-Wampfler festoon systems for wharf cranes at Barbours Cut
Terminal and Bayport Container Terminal in the amount not to exceed

$750,000.
Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, award a three-year
contract to Conductix, Inc. dba Conductix-Wampfler, the sole source provider, for the
purchase of spare and replacement parts for Conductix-Wampfler festoon systems
for wharf cranes at Barbours Cut Terminal and Bayport Container Terminal in an
amount not to exceed $750,000, and further authorize the Executive Director to do
any and all things in his opinion reasonable or necessary to give effect to the
foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

The Port Authority currently owns twenty-two wharf cranes that are equipped with Conductix-Wampfler
festoon systems for transmission of power and control to operator cabs. Given the importance festoon
systems have in container crane operations, it is advantageous to have a contract in place to purchase spare
and/or replacement parts as needed in order to minimize crane downtime.

By Minute No. 2019-0625-32, the Port Commission awarded a three-year contract to Conductix-Wampfler in
the amount not to exceed $400,000 for the purchase of spare and replacement parts for Conductix-
Wampfler festoon systems for wharf cranes at Barbours Cut Terminal and Bayport Container Terminal. Funds
have been depleted for the Barbours Cut Terminal and only 15% of the contract amount remains for Bayport
Container Terminal. The increase in the amount for the new three-year contract is due to upcoming repairs
and upgrades to festoon systems.

Staff Evaluation/Justification:

Section 60.412 of the Water Code provides that a purchase for an item that can be obtained only from one
source is exempt from certain procurement requirements of the Water Code. Port Authority staff has
received a written statement from the manufacturer confirming that Conductix, Inc. dba Conductix-
Wampfler is the sole source for captive replacement Conductix-Wampfler parts in the United States.

Staff recommends that the Port Commission award a three-year contract with Conductix, Inc. dba

Conductix-Wampfler for the purchase of spare and replacement parts for Conductix-Wampfler festoon
systems on wharf cranes at Barbours Cut Terminal and Bayport Container Terminal.
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K. OPERATIONS

Subject 8. Ratify an emergency procurement with Dow Pipe & Fence Supply Co. in
the amount not to exceed $80,000 for fence installation at Barbours Cut rail
ramp.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

Access Public

Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, ratify an emergency
purchase order with Dow Pipe & Fence Supply Co. in the total amount not to exceed
$80,000 for fence installation at Barbours Cut rail ramp, and further authorize the
Executive Director to do any and all things in his opinion reasonable or necessary to
give effect to the foregoing.

Goals STRATEGIC GOAL #2 - INFRASTRUCTURE (Optimize Infrastructure and Channel
Capacity to Serve the Region)

Category:
Awards, Amendments & Change Orders

Department:
Maintenance

Staff Contact:
Paulo Soares

Background:

Water Code Section 60.4035 permits the Executive Director and authorized officers to make emergency
purchases and contracts in amounts that exceed $50,000 if necessary to, among other things, to respond to
security directives issued by the U.S. Coast Guard (USCG), without complying with customary competitive
bidding procedures or prior to Port Commission approval, provided staff notify the Port Commission of any
such purchase not later than forty-eight hours after the purchase is made.

Due to a backed-up supply chain and labor shortages exacerbated by the COVID-19 pandemic, in recent
weeks the Port Authority and the shipping industry have experienced a surge in imports and an increase in
dwell (i.e., the time an import remains at a terminal). Due to the surge of import loads and extended
terminal dwell time, Port Authority staff has temporarily converted the idle rail ramp at Barbours Cut
Container Terminal into grounded container storage to accommodate the additional volume.

The additional storage area at the rail ramp is subject to the requirements of 33 C.F.R. § 105.255, which
provides that the facility owner must implement security measures to control access to the facility.
Additionally, the area must be added to the Port Authority's Facility Security Plan for Barbours Cut Terminal,
which requires that all secure/restricted facility areas are fenced to establish a secure perimeter.

Due to the high degree of importance, the USCG has agreed to allow the Port Authority to operate the yard
with the use of security officers, dedicated to securing the rail yard twenty-four hours a day, seven days a
week (at a cost to the Port Authority in excess of $22,000 per week), for only a short time while a barrier
was erected around the area. At the same time, the Port Authority would amend and seek USCG approval to
permit its Facility Security Plan to include the temporary storage area as a secure/restricted area.

Staff arranged for Dow Pipe & Fence Supply Company to install perimeter fence securing the temporary
storage area at the rail ramp in an amount not to exceed $80,000.

Staff Evaluation/Justification:
Staff has informed the Port Commission that a purchase order to Dow Pipe & Fence Supply Co. in the
amount not to exceed $80,000 has been issued in accordance with Water Code Section 60.4035.

Accordingly, staff requests that the Port Commissioqg@tify the above purchase under Water Code Section
60.4035.
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K. OPERATIONS

Subject 9. Issue a purchase order to Red River LLC for the purchase of twenty Cisco
829 routers to enhance yard crane Wi-Fi network connectivity performance,
using Texas Department of Information Resources cooperative purchase
program, in an amount not to exceed $75,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, issue a purchase order to
Red River LLC for the purchase of twenty Cisco 829 routers to enhance yard crane
Wi-Fi network connectivity performance, using Texas Department of Information
Resources cooperative purchase program, in an amount not to exceed $75,000,
determine that this procurement method provides the best value to the Port
Authority, and further authorize the Executive Director to do any and all things in his
opinion reasonable or necessary to give effect to the foregoing.

Category:
Awards, Amendments & Change Orders

Department:
Operations

Staff Contact:
Mike Shaffner

Background:

The requested twenty Cisco 829 routers would replace the original Scalance devices (included with the
rubber tyred gantry (RTG) cranes when purchased) that are currently used for twenty yard cranes RTGs for
network connectivity, and are demonstrating poor performance. The requested routers are already deployed
in the balance of the RTG fleet and have exhibited significantly better performance in terms of remaining
connected to the Wi-Fi network. Robust network connectivity is required to ensure the accurate performance
of the Position Detection System, and for inventory accuracy and operator efficiency.

Staff Evaluation/Justification:

The Director of Procurement Services has determined that procuring the twenty Cisco 829 Routers through
the Texas Department of Information Resources purchasing program is the method that both satisfies
competitive purchase requirements and provides best value to the Port Authority.

The Information Technology and Operations departments have determined that the best availability, price,
and contract terms for the items needed is provided by Red River LLC.

Accordingly, staff recommends the Port Commission approve this best value determination and purchase
order.
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K. OPERATIONS

Subject

Meeting
Access
Type

Recommended Action

Category:

10. Approve a five-year extension of the existing contract with Houston
Mooring Company, Inc. for spotting of vessels at all Port Authority facilities
in an amount not to exceed $1,500,000.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

Public

Action

The Port Commission, at its September 28, 2021 meeting, approve a five-year
extension of the existing contract with Houston Mooring Company, Inc. for spotting
of vessels at all Port Authority facilities in an amount not to exceed $1,500,000, and

further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Awards, Amendments and Change Orders

Department:
Operations

Staff Contact:
Randy Stiefel

Background:

Currently two mooring companies (Houston Mooring Company, Inc. and Texas Mooring, LLC) operate at Port
Authority facilities, and one or the other is appointed by the vessel’s owner or the owner’s representative to

provide vessel services.

In 2018, the Port Authority entered into a contract with Houston Mooring Company, Inc. for spotting of
vessels at all Port Authority facilities. On January 1, 2019, the Port Authority amended the contract with
Houston Mooring Company, Inc. by Minute No. 2019-0924-44 to provide for a contract amount of $600,000

for a term to expire on December 31, 2021.

Staff Evaluation/Justification:

Staff recommends the Port Commission approve this five-year extension of the existing contract

with Houston Mooring Company, Inc.
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K. OPERATIONS

Subject 11. Approve a five-year extension of the existing contract with Texas
Mooring, LLC Inc for spotting of vessels at all Port Authority facilities in an
amount not to exceed $1,500,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve a five-year
extension of the existing contract with Texas Mooring, LLC Inc for spotting of vessels
at all Port Authority facilities in an amount not to exceed $1,500,000, and further
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

Category:
Awards, Amendments and Change Orders

Department:
Operations

Staff Contact:
Randy Stiefel

Background:

Currently two mooring companies (Houston Mooring Company, Inc. and Texas Mooring, LLC) operate at Port
Authority facilities, and one or the other is appointed by the vessel’s owner or the owner’s representative to
provide vessel services.

In 2018, the Port Authority entered into a contract with Texas Mooring, LLC for spotting of vessels at all Port
Houston facilities. In an amendment authorized by Minute No. 2019-0924-44, the Port Authority amended
the contract with Texas Mooring, LLC to provide for a contract amount of $600,000 for a term to expire on
September 4, 2021. By an amendment dated September 5, 2021, the contract was extended for one month,
with an expiration date of October 4, 2021.

Staff Evaluation/Justification:

Staff recommends the Port Commission approve this five-year extension of the existing contract with Texas
Mooring, LLC.
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K. OPERATIONS

Subject 12. Enter into the following Freight Handling Assighnment Agreements for
terminal services at the Turning Basin Terminal: Cooper/Ports America,
LLC, Suderman Contracting Stevedores, Inc. DBA Metro Ports, Richardson
Stevedoring and Logistics Services, Inc., and APS Stevedoring, LLC.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize entering into
the following Freight Handling Assignment Agreements for terminal services at the
Turning Basin Terminal: Cooper/Ports America, LLC, Suderman Contracting
Stevedores, Inc. DBA Metro Ports, Richardson Stevedoring and Logistics Services,
Inc., and APS Stevedoring, LLC, and further authorize the Executive Director to do
any and all things in his opinion reasonable or necessary to give effect to the
foregoing.

Category:
General

Department:
Operations

Staff Contact:
Jeff Davis

Background:

The cargo handling services at the public facilities at the Turning Basin Terminal are performed by stevedores
working in assigned locations under Freight Handling Assignment Agreements (Agreements) with the Port
Authority.

The Agreements set forth the terms and conditions under which the stevedores perform freight handling
services at the assigned facilities. Pursuant to the Agreements, the stevedores guarantee to handle minimum
tonnages or to pay specified revenue amounts based upon the square footage of the assigned areas. Port
Authority staff considers the projected cargo volumes of the stevedores in evaluating and recommending
stevedores for assignment of particular facilities.

By Minute No. 2017-0524-34, the Port Commission granted authority to enter into Agreements for terminal
services at Turning Basin Terminal.

By Minute No. 2020-0730-51, the Port Commission granted authority for the Agreements to be extended for
an additional four-month period for further evaluation and that the guaranteed minimum tonnages not be
applied.

By Minute No. 2020-1208-38, the Port Commission granted authority for the Agreements to be extended for
an additional three-month period for further evaluation and that the guaranteed minimum tonnages not be
applied.

By Minute No. 2021-0323-32, the Port Commission granted authority for the Agreements to be extended for
an additional six-month period for further evaluation and that the guaranteed minimum tonnages not be
applied.

Staff Evaluation/Justification:

Staff has reviewed and evaluated the current freight handling assignments and future needs of the Port
Authority and recommends entering into Freight Handling Assignment Agreements for the handling of cargo
at its facilities for terms of three years with guaranteed tonnage of 2 ton per square foot assigned at the
Turning Basin Terminal, effective October 1, 2021.
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Turning Basin Terminal

Assigned Area(s)

Assignee

CD 10, 11, 17, 18, 19, 20, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, and
32W (1/2)

Cooper / Ports America, LLC

CD 16

Suderman Contracting Stevedores, Inc. DBA Metro Ports

CD 8,9, 21, Shed 25A, 32E (1/2)

Richardson Stevedoring and Logistics Services, Inc.

CD 12 (Vehicles Only)

APS Stevedoring, LLC
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K. OPERATIONS

Subject 13. Approve an amendment to the Lease Agreement with CMC Americas LLC
for 22.52 acres at Bayport Container Terminal Complex south of Port Road
providing for construction of improvements on behalf of the Port Authority
and reimbursement of the tenant’s construction costs for certain work, not
to exceed $1,287,009.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, approve an amendment
to the Lease Agreement with CMC Americas LLC dated September 9, 2021 for 22.52
acres at the Bayport Container Terminal Complex south of Port Road providing for
construction of improvements on behalf of the Port Authority and reimbursement of
the tenant’s construction costs for certain work, not to exceed $1,287,009, and
further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Category:
General

Department:
Operations

Staff Contact:
Jeff Davis

Background:

By Minute No. 2021-0427-48, the Port Commmission approved a ten-year lease to CMC Americas LLC for
22.52 acres at the Bayport Container Terminal Complex south of Port Road. Under the proped amendment,
tenant would perform certain work on the Port Authority's behalf in connection with improvement of the
leased premises, including bringing utilities to the perimeter of the leased property, and constructing a
bridge over a drainage area and a driveway from CFS Road to the property. The Port Authority would
reimburse tenant for the verified costs of this work.

Staff Evaluation/Justification:

Staff has reviewed the proposed work and maximum reimbursement amount and has determined that the
amount properly reflects potential construction costs for the improvements to be constructed by the tenant
on behalf of the Port Authority; the actual costs would be verified by the Port Authority. Accordingly,
Terminal Operations and Legal staff recommend the approval of lease amendment.

179



180



L. PEOPLE

Subject

Meeting
Access
Type

Recommended Action

Goals

Category:

1. Authorize renewal of group insurance agreements with the following
carriers to include coverage for calendar year 2022 in a total amount not to
exceed $2,336,788: (a) Aetna Life Insurance Company, for dental, vision,
and Medicare Advantage coverage; (b) Minnesota Life Insurance Company,
for basic life, voluntary and dependent life, and retiree life coverage; and
(c) Hartford Life and Accident Insurance Company, for long-term disability
(LTD) coverage and short-term disability (STD) coverage.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Public
Action

The Port Commission, at its September 28, 2021 meeting:

(i) award group insurance agreements to the following carriers for coverage for
calendar year 2022 in a total amount not to exceed $2,336,788:

(a) Aetna Life Insurance Company, for dental coverage, in an amount not to exceed
$477,120;

(b) Aetna Life Insurance Company, for vision coverage, in an amount not to exceed
$93,626;

(c) Aetna Life Insurance Company, for Medicare Advantage medical coverage, in an
amount not to exceed $753,859;

(d) Minnesota Life Insurance Company, for basic life coverage and A D & D for
eligible active employees, in an amount not to exceed $127,128;

(e) Minnesota Life Insurance Company, for voluntary life coverage for eligible active
employees and dependents, in an amount not to exceed $279,341;

(f) Minnesota Life Insurance Company, for basic life coverage for eligible retirees, in
an amount not to exceed $142,848;

(g) Hartford Life and Accident Insurance Company, for long-term disability (LTD)
coverage, in an amount not to exceed $273,537;

(h) Hartford Life and Accident Insurance Company, for short-term disability (STD)
coverage, in an amount not to exceed $189,329;

(ii) authorize the Port Authority to continue to pay: 50% of the cost of dental
premiums for eligible active employees; 100% of the cost of the Medicare Advantage
medical premiums for eligible retirees and dependents; 100% of the cost of basic life
premiums for active employees and retirees; and 100% of the cost of LTD and STD
premiums for eligible active employees;

(iii) determine that Port Authority employees shall continue to reimburse the Port
Authority for 50% of the cost of dental premiums and the full cost of any vision or
voluntary life premiums;

(iv) authorize contract renewal negotiations with insurance carriers prior to contract
expiration; and

(v) further authorize the Executive Director to do any and all things in his opinion
reasonable and necessary to give effect to all of the foregoing.

STRATEGIC GOAL #1 - PEOPLE AND ORGANIZATION (Be the Best Place to Work)

Awards, Amendments & Change Orders

Department:
Human Resources

Staff Contact:
Roger Walter
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Background:

By Minute No. 2018-0130-43, the Port Commission awarded a contract to Lockton Companies LLC,
(Lockton), to provide employee benefits consulting services, including assisting in: development of requests
for proposals for group insurance coverages; evaluation of proposals; negotiation of renewal rates; and
recommendations on provider selections.

By Minute No. 2020-0929-44, the Port Commission awarded agreements for calendar year 2021 to (a) Aetna
Life Insurance Company, for dental, vision, and Medicare Advantage medical coverage; (b) Minnesota Life
Insurance Company, for basic life, voluntary and dependent life, and retiree life coverage; and (c) Hartford
Life and Accident Insurance Company, for long term disability (LTD) and short-term disability (STD)
coverage. This action also authorized contract renewal negotiations with the insurance carriers prior to
contract expiration. Accordingly, Lockton and Port Authority staff began negotiations with the incumbents for
2022 coverages.

On April 7, 2021, the Port Authority, through its Broker of Record, Lockton, issued a request for proposals
(RFP) soliciting proposals for certain 2022 group insurance coverage, including dental, vision, and Medicare
Advantage medical coverage.

Staff Evaluation/Justification:

Lockton and Port Authority staff reviewed and evaluated the proposals and proposed 2022 renewal rates and
determined that the incumbent carriers offer the best value to the Port Authority, with a decrease in the
dental, vision, and Medicare Advantage rates, and no change to the other 2021 rates, as these product lines
are in multi-year price guarantees.

The renewals are anticipated to be discussed at the Pension and Benefits Committee meeting on September
21, 2021. Staff recommends, and anticipates that the Pension and Benefits Committee concurs, that group
insurance contracts be awarded to the following incumbent carriers for calendar year 2021, as providing the
best value to the Port Authority:

(a) Aetna Life Insurance Company, for dental, vision, and Medicare Advantage medical coverage;

(b) Minnesota Life Insurance Company, for basic life, voluntary and dependent life, and retiree life coverage;
and

(c) Hartford Life and Accident Insurance Company, for long term disability (LTD) and short-term disability
(STD) coverage.

Staff further recommends, and anticipates that the Pension and Benefits Committee concurs, that:

1. The Port Authority continue to pay 50% of the cost of dental premiums for eligible employees and
dependents;

2. The Port Authority continue to pay 100% of the cost of basic group life premiums for Port Authority

active employees and retirees;

3. The Port Authority continue to pay 100% of the cost of Medicare Advantage medical premiums for
eligible retirees and dependents;

4. The Port Authority continue to pay 100% of the cost of LTD and STD premiums for Port Authority active

employees; and

5. Port Authority employees continue to reimburse the Port Authority for 50% of the cost of dental

premiums and the full cost of any vision or voluntary life premiums.

Staff estimates that approximately $611,527 of the $2,336,788 total amount requested would be
reimbursed to the Port Authority by employees, leaving a total cost to the Port Authority of approximately
$1,725,261.

The individual not-to-exceed amounts in the Recommended Action are based on current participant levels
with adjustments for additional 2022 staffing levels. The total amount requested by staff allows for an
increase in participation in 2022 based on current open positions and new 2022 headcount additions, but
may be subject to amendment in order to account for actual participation levels.
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M. SECURITY AND EMERGENCY OPERATIONS

Subject 1. Award a two-year professional services contract, with an option for a
two-year extension, in an amount not to exceed $100,000 for Hazardous
Material Response services to Oil Mop LLC, dba OMI Environmental

Solutions.
Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, award a two-year
professional services contract, with an option for a two-year extension, in an amount
not to exceed $100,000 for Hazardous Material Response services to Oil Mop LLC,
dba OMI Environmental Solutions, and further authorize the Executive Director to do
any and all things in his opinion reasonable or necessary to give effect to the
foregoing.

Goals Strategic Objective 4b. - Prepare for disruptive events and mitigate their impact

Category:
Awards, Amendments & Change Orders

Department:
Emergency Management

Staff Contact:
Colin Rizzo

Background:

The Port Authority Fire Department responds to hazardous materials incidents that occur on Port Authority
property. When that occurs, the incident commander would initially contain the spill, and attempt to identify
a responsible party that would be required to mitigate the hazardous materials. In the event a responsible
party cannot be determined in a timely fashion, or it is determined that the Port Authority is the responsible
party, the Port Authority would then seek assistance from an outside vendor to manage the hazardous
materials clean-up, seeking eventual reimbursement from the responsible party.

The purpose of this contract is to pre-select a vendor that can provide these services in the event of a
hazardous materials incident, providing the Port Authority with 1) a vendor on call; 2) a set price schedule;
3) a pre-vetted response company; and 4) the potential for Federal Emergency Management Agency (FEMA)
reimbursement based on the competitively-bid contract. There is no fee associated with this contract until an
incident response is requested from the Port Authority. Also, there would be no retainer fee for the duration
of the contract, which contains an option for a two-year extension.

The Port Authority notified vendors regarding its request for proposals (RFP) using the Port Authority’s
BuySpeed Eprocurement System and the project was advertised on the Port Authority’s website and in a
local newspaper. Six vendors downloaded the project materials from BuySpeed.

Staff Evaluation/Justification:
On August 4, 2021, two RFP responses were received and opened. The responses were reviewed and
evaluated by staff in accordance with the selection criteria published in the RFP.

Following Staff Executive Committee review, staff recommends that the Port Commission award a contract to
Oil Mop LLC, dba OMI Environmental Solutions for Hazardous Materials Incident Response services.
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M. SECURITY AND EMERGENCY OPERATIONS

Subject 2. Award a purchase order to Genasys Corporation, the sole source
provider, for the purchase of replacement parts and installation services for
the existing Long-Range Acoustic Device Mass Notification outdoor siren
system in an amount not to exceed $95,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its meeting on September 28, 2021, authorize staff to issue
a purchase order to Genasys Corporation, the sole source provider, for the purchase
of replacement parts and installation services for the existing Long-Range Acoustic
Device Mass Notification outdoor siren system in an amount not to exceed $95,000,
and further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals Strategic Objective 4b. - Prepare for disruptive events and mitigate their impact

Category:
Awards, Amendments & Change Orders

Department:
Emergency Management

Staff Contact:
Colin Rizzo

Background:

The Long-Range Acoustic Device (LRAD) system is the outdoor siren component of Port Authority's PortAlert
emergency notification system. Originally installed in 2017, the system is comprised of seventeen sirens that
provide outdoor emergency notifications at Port Authority terminals. This system is capable of broadcasting
warning sirens and intelligible voice messages in the event of an emergency, such as a shelter-in-place or
facility evacuation.

Since originally installed, one siren has been destroyed by lightning and another was damaged after
being struck by equipment inside the terminal, causing serious damage. Additional sirens have experienced
failures requiring equipment replacement. This purchase order would provide parts to repair damaged sirens
and spare part installation services.

Staff Evaluation/Justification:

Section 60.412 of the Water Code provides that a purchase for an item that can be obtained only from one
source is exempt from certain procurement requirements of the Water Code. Port Authority staff has
received a written statement from the manufacturer confirming that Genasys Corporation is the sole
authorized source for these outdoor siren components in the United States.

Staff recommends the Port Commission authorize this purchase order to Genasys Corporation for the

purchase of replacement parts and installation services for the existing LRAD Mass Notification outdoor siren
system.
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M. SECURITY AND EMERGENCY OPERATIONS

Subject 3. Enter into an Intergovernmental Agreement with the City of Morgan's
Point for police services for one year in an amount not to exceed $24,720.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, authorize the Port
Authority to enter into an Intergovernmental Agreement with the City of Morgan's
Point for police services for one year in an amount not to exceed $24,720, and
further authorize the Executive Director to do any and all things in his opinion
reasonable or necessary to give effect to the foregoing.

Goals Strategic Objective 3a. - Cultivate key relationships to accomplish common goals
Strategic Objective 4b. - Prepare for disruptive events and mitigate their impact

Category:
General

Department:
Police

Staff Contact:
Mark Smith

Background:

The Port Authority’s Police Department has primary law enforcement jurisdiction within Barbours Cut
Terminal, with the City of Morgan's Point providing primary police services within the city's jurisdiction that
surrounds the terminal.

The current one-year Intergovernmental Agreement is set to expire September 30, 2021. The cost would be
paid in twelve monthly amounts of $2,060, for a total annual cost of $24,720. If approved by the Port
Commission, the agreement would be required to be approved by the Morgan's Point City Council.

Staff Evaluation/Justification:

The Port Authority and the City of Morgan’s Point each stand to benefit from an Intergovernmental
Agreement which fosters cooperation in responding to crime in and around the Barbours Cut Terminal.

Staff recommends that the Port Commission approve the above agreement.
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N. TECHNOLOGY

Subject 1. Award purchase orders over a five-year period to HP Inc. for devices and
related services, using City of Houston Contract #4600016154-2021-0499,
in a total amount not to exceed $2,000,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28 2021 meeting, award purchase orders
over a five-year period, to HP Inc. for devices and related services, using City of
Houston Contract #4600016154-2021-0499, in a total amount not to exceed
$2,000,000, determine that this method provides the best value to the Port
Authority, and further authorize the Executive Director to do any and all things in his
opinion reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #1 - PEOPLE AND ORGANIZATION (Be the Best Place to Work)

Category:
Awards, Amendments & Change Orders

Department:
Information Technology

Staff Contact:
Charles Thompson

Background:

The Port Authority deploys HP Inc. devices and related services for its users, and updates and replaces these
devices and obtains related services on a regular basis. Accordingly, the Information Technology Division
believes it would provide best value for the Port Authority to establish a long-term arrangement to obtain
these items on an efficient and cost-effective basis.

Pursuant to Port Commission action identified as Minute No. 2012-0626-20, the City of Houston and the
Metropolitan Transit Authority of Harris County (METRO) has an Interlocal Purchasing Agreement which may
be used by the Port Authority for cooperative purchasing of materials and services.

Staff Evaluation/Justification:

The Director of Procurement Services has determined that procuring these devices and related services
using the contract identified as #4600016154-2021-0499 between HP Inc., and the City of Houston is the
method that both satisfies competitive purchase requirements and provides best value to the Port Authority.

The Information Technology Division has determined that the best availability, price, and contract terms for
the items needed is provided by HP Inc. under the pricing schedule obtained from that vendor’s contract with
the City of Houston, and is therefore recommending these purchases.

Accordingly, staff recommends that Port Commission approve this best value determination and these
purchase orders.
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N. TECHNOLOGY

Subject

Meeting
Access
Type

Recommended Action

Goals

Category:

2. Issue a purchase order to Xennex LLC for purchase of replacement data
storage and increased redundancy equipment, using Texas Department of
Information Resources cooperative purchase program, in an amount not to
exceed $820,000.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY

Public

Action

The Port Commission, at its September 28, 2021, meeting, issue a purchase order to
Xennex LLC for purchase of replacement data storage and increased redundancy
equipment, using Texas Department of Information Resources, in an amount not to
exceed $820,000, determine that this procurement method provides the best value
to the Port Authority, and further authorize the Executive Director to do any and all

things in his opinion reasonable or necessary to give effect to the foregoing.

STRATEGIC GOAL #1 - PEOPLE AND ORGANIZATION (Be the Best Place to Work)

Awards, Amendments & Change Orders

Department:

Information Technology

Staff Contact:
Ron Farrow

Background:

The Port Authority is seeking to obtain replacement data storage and increased redundancy equipment for its
current storage environment. The Texas Department of Information Resources (DIR) has cooperative
purchasing programs which may be used by the Port Authority for this purchase.

Staff Evaluation/Justification:

The Director of Procurement Services has determined that procuring the purchase of additional data storage
and increased redundancy equipment through the DIR purchasing program is the method that both satisfies
competitive purchase requirements and provides best value to the Port Authority.

The Information Technology Department has determined that the best availability, price, and contract terms
for the item needed is provided by Xennex LLC and is therefore recommending this purchase.

Accordingly, staff recommends that the Port Commission approve this best value determination and contract.
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N. TECHNOLOGY

Subject

Meeting
Access
Type

Recommended Action

Goals

Category:

3. Issue a purchase order to Set Solutions, Inc. for renewal of Infoblox
maintenance, which provides network-related functionality, using Texas
Department of Information Resources’ cooperative purchase program, in an
amount not to exceed $62,000.

Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Public
Action

The Port Commission, at its September 28, 2021 meeting, issue a purchase order to
Set Solutions, Inc. for renewal of Infoblox maintenance, which provides network-
related functionality, using Texas Department of Information Resources’ cooperative
purchase program, in an amount not to exceed $62,000, determine that this
procurement method provides the best value to the Port Authority, and further
authorize the Executive Director to do any and all things in his opinion reasonable or
necessary to give effect to the foregoing.

STRATEGIC GOAL #1 - PEOPLE AND ORGANIZATION (Be the Best Place to Work)

Awards, Amendments & Change Orders

Department:

Information Technology

Staff Contact:
Ron Farrow

Background:

The Port Authority is seeking to obtain the needed renewal of Infoblox maintenance, which provides network
related functionality required for all devices on the Port Authority network. The Texas Department of
Information Resources (DIR) is a department of the State of Texas and has cooperative purchasing programs
which may be used by the Port Authority for this purchase.

Staff Evaluation/Justification:

The Director of Procurement Services has determined that procuring the purchase of this maintenance
through the Texas Department of Information Resources (DIR) purchasing program is the method that both
satisfies competitive purchase requirements and provides best value to the Port Authority.

The Information Technology Department has determined that the best availability, price, and contract term
for the item needed is provided by Set Solutions, Inc. under the pricing schedule obtained from that vendor’s
contract with DIR and is therefore recommending this purchase.

Accordingly, staff recommends that the Port Commission approve this best value determination and contract.
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N. TECHNOLOGY

Subject 4. Issue a purchase order to CDWG LLC for purchase of annual software
subscription and support services for ManageEngine Service Desk ticketing
software, using the National Intergovernmental Purchasing Alliance, in an
amount not to exceed $60,000.

Meeting Sep 28, 2021 - PORT COMMISSION OF THE PORT OF HOUSTON AUTHORITY
Access Public
Type Action

Recommended Action The Port Commission, at its September 28, 2021 meeting, issue a purchase order to
CDWG LLC for purchase of annual software subscription and support services for
ManageEngine Service Desk ticketing software, using the National
Intergovernmental Purchasing Alliance (National IPA), in an amount not to exceed
$60,000, determine that this procurement method provides the best value to the
Port Authority, and further authorize the Executive Director to do any and all things
in his opinion reasonable or necessary to give effect to the foregoing.

Goals STRATEGIC GOAL #1 - PEOPLE AND ORGANIZATION (Be the Best Place to Work)

Category:
Awards, Amendments & Change Orders

Department:
Information Technology

Staff Contact:
Ron Farrow

Background:

The Port Authority is seeking renewal of ManageEngine software. The Port Authority uses ManageEngine
software as a tool for tracking Information Technology (IT) Service Desk tickets as well as the tracking and
reporting of technology assets. Annual renewals offer support services to provide for software revision
upgrades and technical support.

By Minute No. 2021-0720-39, the Port Commission approved the purchase from CDWG LLC of annual
software subscription and support services for ManageEngine Service Desk ticketing software, using the
State of Texas Department of Information Resources (DIR) cooperative purchasing program, in an amount
not to exceed $60,000. CDWG LLC has informed the Port Authority that it does not have a cooperative
contract with DIR for the services at issue but may provide them pursuant to its National Intergovernmental
Purchasing Alliance (National IPA) contract with the General Services Administration (GSA).

Staff Evaluation/Justification:

The Director of Procurement Services has determined that procuring the renewal of ManageEngine software
through the National IPA purchasing program is the method that both satisfies competitive purchase
requirements and provides best value to the Port Authority. The Port Authority, as a political subdivision of
the State of Texas, is authorized to use the GSA for the procurement of certain items (primarily technology,
security, and fire/police items).

The IT Department has determined that National IPA would be an acceptable order fulfiller and qualified
product reseller for CDWG LLC and that the best availability, price, and contract term for the items needed is
provided by CDWG LLC under the pricing schedule obtained from that vendor’s contract with National IPA
and is therefore recommending this purchase.

Accordingly, staff recommends that the Port Commission approve this best value determination and contract.
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